With Our Readers 


Sirs: 

I get a lot of kick reading the let- 
ters from subscribers quoted in your 
magazine and if you think that the fol- 
lowing effort is the type that you could 
use, I believe that it might be of some 
service to those who listened in on Mr. 
Roosevelt’s Sunday evening fireside 
chat of April 28 and are somewhat at 
a loss to figure out exactly what it 
meant. 

The following is my impression of 
the gist of the speech boiled down to 
simple understandable English: 

Listen, children. Don’t ask me 
what it is all about. I have to get 
away from Washington and go fishing 
once in a while myself in order to 
remember what I was trying to do. 
Never mind the high price of meat, 
never mind the increased number of 
people on relief, never mind the fact 
that we are having to buy food from 
abroad and that our export market for 
cotton is gone. Please don’t mention 
the fact that business of all kinds is 
paralyzed with terror, wondering who 
will be the next victim of political 
theorists. This is all part of a wonder- 


ful plan to build something that you 
are going to like when we get it built. 
We admit that the college professors 
and even myself never have engaged in 
such crude and common work as run- 


ning a business of our own. I don’t 
think any of us ever ran so much as a 
peanut stand. But you must take our 
word that we have a wonderful plan 
to solve all the problems of business. 
We have spent your money so fast 
that we are getting to the point where 
we don’t dare spend much more but 
we are very sure that the wreckage of 
the old America will soon be all cleared 
away and our new machine will be 
working lots better than Darius Green’s 
flying machine, before we get to the 
point where nobody will lend us any 
more money. If you are with us and 
have any ideas about how we could 
spend more money to make our ma- 
chine go faster, we will welcome your 
criticism. If you are opposed to our 
program, we don’t like you and wish 
you would quit writing us about it. 


—C. P., Oneida, N. Y. 


Sirs: 

I was very much interested in your 
article on the first quarter earnings in 
the issue of May 11. The orthodox 


explanation would seem to be that the 
favored corporations enjoyed a sufficient 
volume to more than off-set increased 
costs or also succeeded in making the 
consumer pay the freight in the form 
of higher prices. These, however, are 
not orthodox times, and I am wonder- 
ing if you may not have overlooked 
something significant. The Govern- 
ment has depreciated the dollar and 
embarked definitely and strongly upon 
an inflationary policy. All history 
teaches that in inflation the business 
entrepreneur and the speculator have 
the advantage over all other classes. Is 
it not worth thinking about that over 
the past two years the purchasing pow- 
er of wages, salaries, rents and interest 
probably in the aggregate has shown 
no advance at all, and certainly no 
advance anywhere near the percentage 
advance in total business profits? No 
doubt your province is economic trends 
and not economic justice. At any rate, 
this is something to think about.—I. L. 
M., Chicago, III. 


Sirs: 

Three cheers for Mr. Cresswill’s 
article explaining our silver policy. 
Never have our processes of govern- 
ment been so shot through with propa- 
ganda as at present, and that goes from 
the Big Boss right down the line to 
every Federal department. So the New 
Deal, says Mr. Roosevelt, is not doing 
anything haphazard! Every step has 
a definite relation to some other step! 
Probably he wasn’t talking about the 
silver program, whose father after all 
was Congress and not the Administra- 
tion. For my part I’m fed up with 
wise-guy dopesters who can read a deep 
and slick inner motive in almost every- 
thing that happens in Washington. My 
guess is that most of the boys down 
there do the politically expedient thing 
first and then think up the most plausi- 
ble reasons. It is refreshing to see the 
silver mystery subjected to some plain- 
spoken de-bunking.—R. K., Cleveland, 
Ohio. 


Sirs: 

The reason that leagues of investors 
have accomplished nothing so far is 
that they have not employed meth- 
ods used by other groups which have 
gotten what they wanted from Con- 
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gress. Letters and telegrams cause 
Senators and Congressmen no loss of 
sleep unless beside protests, they con- 
tain very definite declarations as to 
what the writers intend to do on elec- 
tion day. It may be members of the 
“great middle class” find something re- 
volting in the suggestion that they em- 
ploy intimidation to secure from their 
representatives at Washington decent 
consideration of their rights; but it is 
my belief that unless they are prepared 
to “say it with votes” they are likely to 
remain easy marks for politicians to the 
end of the chapter.—H. C. R., Halesite, 
oe 


Sits: 

In regard to “The Case Against the 
Utilities” in a recent issue, it seems to 
me that several things should be stated 
in connection with the other argu- 
ments. Utility rates are controlled 
more or less by government under com- 
missions, with the idea of a leveled re- 
turn. Consequently the public had a 
right to expect utility earnings to re- 
main stable during this depression. 
Under government regulation or sup- 
posed regulation, they did remain stable 
after the depression. I am not so much 
interested in the investor who bought 
utility stocks prior to the depression, 
although I maintain he had a right to 
expect a maintained level in earnings 
which the investor in other stocks had 
no right to expect. The earrings of 
other industries had no maximum limit 
except their own inability to earn. 
Utility stocks had a maximum limit 
established by government, and have 
a right to be protected against a govern- 
ment-established minimum in times of 
depression. I am interested in the tre- 
mendous volume of investment that 
went into utility securities during the 
depression, and after the value of utili- 
ties as an investment had been estab- 
lished by two things, first by showing 
a continued ability to earn returns on 
their market values, and second, by the 
sanction of government established by 
the fixing of rates, and by failure 
through a long period of time to take 
governmental action. Government ac- 
tion which is retroactive and disregards 
the rights of investors who have acted 
wisely, basing action upon government 
action formerly taken or omitted, 
should be discouraged.—L. A. F., Glen- 
dive, Mont. 
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NFLATION is a matter on which 

there is probably more loose talk 

and more loose thinking today 
than any other. Many think that in- 
flation means bales of printing press 
money which will be so worthless that 
people will be glad to exchange a bushel 
of it for a pack of cigarettes; others 
talk of credit inflation, a benign mys- 
terious something which, having 
brought prosperity can be docilely man- 
aged to keep us in this enviable state; 
yet others contend that there can be no 
inflation so long as we possess such vast 
hoards of precious metal. 

There is a misconception in each of 
these beliefs; inflation is 90 per 
cent a “state of mind.” All kinds of 
inflationary action can be taken, but 
if it so happens that the public is not 
in a receptive state of mind, nothing 
will happen. Take this proposal to pay 
the veterans’ bonus in greenbacks, for 
example. If carried out, will it, or will 
it not, be inflation? No definite an- 
swer can be given, for an inflationary 
action does not necessarily result in 
inflation. Ex-soldiers, having received 
their bonus, would either place the 
money directly in banks or would spend 
it, but if they did this the merchants 


Inflation, a State of Mind 


from whom they made their purchases 
would soon put it there. Thus, the 
money actually in circulation in the 
country which, under the Federal Re- 
serve System rises and falls according 
to business needs in any event, would 
not necessarily be changed at all by the 
bonus payment—don’t think for a 
moment that it means that there has to 
be an additional two billion odd dol- 
lars in bills floating around. 

On the other hand, it is just as great 
an error to think that the Government 
can pull two billions in purchasing 
power out of thin air without its mean- 
ing anything at all. No government 
can create a nickel’s worth of true 
purchasing power; only hard work can 
do that. Thus, this bonus would be 
spurious purchasing power, not enough 
in itself to force all the people who 
have worked for their’s to get rid of 
it as soon as possible as a measure of 
self-protection, but quite enough to add 
to their nervousness. 

Indeed, it is possible that a greenback 
bonus payment would be the “straw 
that broke the camel’s back.” In this 
case the nervousness of the people over 
the value of their money would be 
translated into a rush to spend it. At 





first they would pick and choose, only 
spending it for things for which they 
had a reasonable use; later they would 
spend it for almost anything tangible. 
Already we think we discern signs, not 
exactly of inflationary spending, but 
that the dollar is being held in some- 
what lessened esteem. People needing 
a new car are no longer willing to make 
the old one do; they no longer figure 
so closely the cost of amusement. 

Nor do huge gold stocks protect 
against the state of mind which infla- 
tion so largely is. If the mass of the 
people decide that gold itself is of less 
worth in terms of goods, prices will go 
up and anything a government can do 
is likely to be of no effect. But today 
we have a dollar that is but very tenu- 
ously tied to gold and the present price 
level is being kept in its reasonable state 
of stability mainly because 130,000,000 
people have been accustomed all their 
lives to buy things within a relatively 
narrow range. It is only necessary for 
them to merely feel differently and 
their changed state of mind would be 
all the detonator needed to fire the in- 
flationary dynamite which we have been 
piling up ever since the “easy money” 
policy started under Hoover. 
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The Trend of Events 


ABANDON RUBBER 
MONEY 


WO. inferences may 

be drawn from Sec- 
retary Morgenthau’s 
recent explanation of the Administration’s monetary 
policy which overshadow all else that was said. First, 
there is clearly a disinclination toward further mone- 
tary tinkering. Apparently, the dollar will not be 
devalued except as an extreme resort under pressure of 
great decline in other currencies. It is probably recog- 
nized in Administration circles, as it is elsewhere, that 
the reduction in the gold content of the dollar has 
accomplished nothing in raising the general price level. 
Second, the Government looks with favor on world 
monetary stability and will throw no obstacle in the 
path of a general move toward stabilization. Admit- 
tedly, this passive attitude leaves something to be de- 
sired, but at least it opens the door for negotiations. 
Moreover, it takes on added importance in the light of 
Neville Chamberlain’s remarks to the House of Com- 
mons, in which he also reveals a willingness to con- 
sider the possibilities of stabilization, whereas all previ- 
ous references to the subject were met with curt 
dismissal. 

With America and Britain willing to entertain the 
idea and the gold bloc nations fast approaching a crisis, 
what is apparently needed now is for some nation to 
take the initiative. The problems arising from world 
monetary chaos should be tackled jointly by Britain 


and the United States before they drift further. 

There is no natural level for free and independent 
national currencies to seek and find in this unnatural 
world of depression and artificial economics. The 
United States can help establish a common denomina- 
tor of currency values and invincibly defend it when 
ascertained and established. It can do more than 
that—it can make international economic society a 
madhouse for any nation that continues to insist on 
playing the game of commerce with fluctuating money. 
Let us stop fooling with tariff whittling and get down 
to the real barrier to mutual profitable international 
trade, to wit: 40 different varieties of rubber stage 
money. 


—_ 


T may be a living death, but 
death it is that comes to 
N R A. The mongrel her- 

aldic bird of blue paint, zigzag lightning and cog wheels 

preceded its creator to the tomb by only a few months. 

Nobody can tell precisely when the Blue Eagle 

squawked and died, but it was about the time that 

Price Control fell. Since that dire demise N R A has 

been a body without a soul, a bluff without nerve. 

The grave and reverend Senators, inclined to use 
the axe forthwith, have voted to reprieve N R A until 


DEATH COMES 
TONRA 
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April, 1936—nine months of living death. The 
House, even more bloodthirsty, is yet willing to permit 
the dying institution to maintain suspended animation 
for two years more. 

Now that N R A is down and out, we are opposed 
to jumping on its prostrate form. We recall that in 
common with about 125,000,000 of our fellow Amer- 
icans we once had high hopes of and great liking for 
N R A. We affirm that it is entitled to the decent 
respect of all in these days of decay of its powers and 
loss of its reason for being. We will go a bit further 
and say that it might even be worth while to seek to 
resuscitate and revive N R A under a charter some- 
what less spacious than the sky. We are even ready 
to join President Roosevelt in recommending two years 
of further experimentation under such conditions as 
the Supreme Court and Congress may impose. We 
think there is a place in American business for a 
quasi-governmental institution that shall be able to 
draft and administer fair rules for the game of business. 

N R A was not born to a fair trial, and at that it 
spent the first year of its existence in growing too fast 
to think and plan, and the last year in dying too 
painfully to administer what it had thought and 
planned. To sentence N R A to nine months of hope- 
less life is to make it a costly and bothersome nuisance 
—live enough to vex, but too dead to help business. 
To chop it off between two days on June 16 would 
be to plunge industry into an icy bath. Business, or 
a large part of it, has become accustomed to a certain 
degree of co-operation and mutual trust during these 
past two years. It has found a certain strength and 
security in union, and has acquired consequent de- 
pendence. A dying N R A can no longer support it 
even for a transitory period. Moreover, we have spent 
so much time and money and wasted so much nervous 
energy on N R A that we ought to keep it secure for 
a couple of years in easier times; with a view to learn- 
ing whether it does not hold the beginnings of some- 
thing better than the free-for-all competitive massacres 
of old-time business on the one hand or the freezing 
coalescence of monopoly on the other. Transformed 
by Congress into a creature of modest powers and de- 
prived of its venom by the courts, N R A should have 
a real period of calm administrative experimentation. 
Otherwise the sooner the last rites are celebrated the 
better. 


——_— 


WAY? nothing crashed harder and fell 
further than real estate values and 
the volume of construction. Indeed, the combined 
financial and economic deflation in these two vital 
fields was perhaps the most significant single aspect 
of the depression. It is, therefore, highly encouraging 
that both real estate and construction are now showing 
definite indications of having left bottom behind and 
of having begun a creeping trend toward recovery. 
Considering the magnitude of the wreckage in real 
estate values and frozen mortgages, the low level of 
rentals and the rigid costs of construction, it is not 
surprising that a convincing turn has been very slow in 
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coming. The remedies now at work are partly natural, 
partly artificial. The pouring of Federal billions into 
refinancing of mortgages has partially thawed the 
frozen mass and extremely low money rates have 
further loosened the purse strings of mortgage lenders. 
Rising public purchasing power and thoughts of infla- 
tion have also played a part. 

The gain is from a very low level and we still have 
a long distance to go, but for the first time the trend 
at least is upward. From all sections come reports 
that real estate values have firmed up; that rents are 
firmer, moderately higher or tending slightly upward. 
The month of April produced a gain of approximately 
85 per cent in private residential construction, as com- 
pared with April a year ago. Scattered reports from 
many localities indicate that improvement has con- 
tinued in May. 

Throughout the land the sound of the hammer and 
the saw again can be heard without unduly straining 


the ear. It is the most cheerful noise heard in several 
years. 

— 
FARMERS dE Administration has ex- 
LIKE IT pressed gratification over the 


“parade” of 4,000 farmers to 
Washington in spontaneous and vociferous approval 
of the A A A. “Spontaneous, my eye!” retort the 
critics of A A A. “Somebody arranged the thing, 
and a lot of these farmers are county agents on the 
payroll of the A A A.” 

All of which pleasantries are somewhat beside the 
point. It takes no Washington parade, staged or spon- 
taneous, to prove that farmers are for the A A A. 
Why wouldn’t they be? They will be for it as long 
as it takes money from the other fellow’s pocket via 
the processing taxes—and especially the city fellow 
and gives said money to them. 

Regardless of farmer approval, in general public 
esteem A A A is as surely on the skids as N R A. 
We will not soon work out of the mess it has created 
in cotton by setting up a fictitious price which more 
and more takes our cotton out of the export market 
and into the hands of the Government, which has en- 
couraged a sharp increase in foreign production, which 
has put the cotton textile industry “on the blink” by 
curtailing domestic demand and which seems to have 
united the cottom farmer and the New England tex- 
tile industry in the curious conviction that each should 
be subsidized by the consumer or the taxpayer. 

Yes, the farmers approve A A A; but how much 
longer will the consumer and the taxpayer—who also 
have a vote—stand for it? 


he 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 112. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, May 20, 1935. 
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—~ By Charles Benedict 





Struggle for Power Most Dominant Force Today 


OT what is best for the country as a whole, 

but personal advantage and gain sought 
through individual groups is dominating our 
national policies and legislation. The innocent 
bystander—the average citizen of the United 
States—stands to be crushed in the battle for 
power between the various factions. The 
amazing blindness of those who believe that 
they can gain ascendency at the expense of the 
country as a whole—and hold it—would be 
laughable if it could not have such tragic con- 
sequences for all concerned. Like the pygmies, 
they attack the weary giant and threaten to 
exhaust and unnerve him with the pin pricks 
of their arrows which in the end must weaken 
him and enable the pygmies to overrun and 
conquer the nerve-wracked and prostrate colos- 
sus. Yet,—after the flesh has be2n devoured, 
there will remain nothing 
but picked bones which will 
contain no sustenance what- 
ever. 

The most dangerous bat- 
tle being waged today is 
that of organized labor 
for complete domination. 
Labor interests have thrown 
their weight against N R A 
because Section 7-A did not 
give them the power that 
they desired nor the ad- 
vantages which they hoped 
to derive. They have in 
its stead fostered the Wag- 
ner Disputes Bill which 
gives them the power to 
unionize the great bulk of 
wage earners in this coun- 
try. But, more than that, 
it delivers the great body 
of workers into the hands 
of the labor leaders. 

By barring all “company 
unions’ and providing for 
majority rule in all labor 
negotiations, the American 
Federation of Labor is 
handed the big stick it has 
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needed to impose the arbitrary “closed shop” 
principle on major industries. Even those, 
such as steel and automobiles, in which the 
A. F. of L. has up to now made little headway, 
will be subject to domination. Moreoever, the 
individual wage earner will have little choice 
regarding his status, for one of the unfair 
absurdities of the Wagner Bill is the prohibition 
of any form of coercion by employers while 
nothing whatever is said about coercion and 
intimidation of employees by other workers, 
or by outside unions or their organizers. The 
obvious danger is that all gainfully employed, 
numbering some 40,000,000, will become sub- 
ject to the A. F. of L.. whose paid up member- 
ship, late last year was reported at only 2.8 
million! Membership in all unions, including 
those described as company unions, is 6.5 
million! 

The dangers of a situa- 
tion of this kind must be 
apparent to any thinking 
man,—and yet the Wagner 
Disputes Bill has already 
passed the Senate with a 
sizable majority. As a 
political expedient it is a 
great piece of folly, capable 
of great mischief and harm 
at a time when the country 
is just beginning to get back 
on its feet. For example 
in Detroit, one of the great 
battlefields of labor, busi- 
ness, improvement has _ re- 
cently moved along at 
a rapid pace and now real 
estate is also beginning to 
look up. There are prac- 
tically no homes to rent 
and there has been an in- 
sistent demand for the 
cheaper class of houses, sell- 
ing between $6,000 and 
$10,000, from automobile 
workers who have been 
steadily employed the past 

(Please turn to page 156) 
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Cheap Money Dominates 
the Market 


Price Trend Shows New Tendency To Ignore Seasonal 


Business Outlook As Low Interest Rates Foster Invest- 


ment Demand and Inflationary Influences Gather Force. 


By A. T. MILLER 








HROUGHOUT 1933 and 1934, 
while inflation sentiment blew 
alternately hot and cold, the 
swings of the stock market conformed 
very closely to the short-term swings in 
general business activity and to the short- 
term business prospect, there being little 
evidence upon which to project genu- 
inely long-term business forecasts. 
It was this two-year record which 
led many observers, including our- 


Predominant Factors in the 
Market 


Low Money Rates 

Surplus Investment Funds 

Renewed Demand for Earn- 
ing Equities 


suggests a strong probability that any 
possible intermediate reaction will be 
less extensive than those of the pre- 
ceding two years, and that the market 
for the first time under the New Deal 
very likely will be able to hurdle sea’ 
sonal business recession without im- 
portant upset as it turns its hopes to 
the third quarter of the year. 

It is a curious paradox that after 
two years of abnormal and artificial 
3 influences in business, investment and 








selves, to leave the burden of proof 
upon the market to reveal convincingly 
whether cheap money and optimism in the longer business 
outlook had at last assumed such weight as to overshadow 
the seasonal recession in business activity now under way 
and the evident prospect that such recession will continue 
at least through the second quarter. 

While never deviating from the often stated view that 
basically inflationary financial forces dominate the major 
market trend—supporting the thesis that as a generality 
scund equities have the edge over cash—we nevertheless 
have been mindful of the fact that such factors did not 
preclude rather severe reactions in each of the past two 
years. They do not do so now. 


A Credit Stimulus 


Yet the primary consideration engaging our attention in 
recent weeks, as the market for the first time under the 
New Deal has tended to move counter to the business 
trend, is the question whether at last the combined infla- 
tionary forces of cheap money, surplus investment funds 
and the Government's credit-expansion activities have 
“taken hold” in a significant way. As to this, there is 
never a solid basis for analytical forecast, for the obvious 
reason that “taking hold” by monetary and credit factors 
is so largely a matter of mass psychology. One knows all 
along that a basically inflationary policy relentlessly pur- 
sued by the Government will sooner or later “take hold” — 
but not when. That is for the event itself to prove, if 
guesses are not to masquerade as careful analysis. 

The proof of the pudding being in the eating, it is 
our opinion that the market over the past fortnight has 
with considerable conviction proved the case for the cheap 
money theory versus the immediate business trend. This 
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speculation, one can with reasonably 
strong conviction forecast a stock market pattern so remini- 
scent of the markets of the late lamented New Era. Time 
and again in the years 1923-29 confidence in the financial 
factors and their basic relationship to the major business 
trend enabled the market to take business reaction—even 
considerable reaction—in its stride. 


Prevailing Psychology 


Then we had supreme confidence in the soundness of 
our position and took credit expansion for granted. Today 
the national psychology is a mixture of fear and hope, 
the consensus being that only a broad lift via the road of 
credit expansion can positively shut the door on currency 
inflation and the suspicion being that we are likely to get 
more credit expansion than will be good for us. Yet the 
practical effect is much the same as solid confidence, at 
least insofar as it influences the composite financial judg’ 
ment as to the merits of equities versus cash. 

Technically, the market during the past fortnight has 
given the first convincing signal, as measured by this pub- 
lication’s index of 288 stocks, that the current advance 
must be regarded as either of broad intermediate or major 
scope, as contrasted with a rally of mere technical propor’ 
tions. Up toa fortnight ago, the movement had recovered 
only approximately half the preceding decline from the 
January high to the March low. At present our index 
has advanced by a decisive margin above this doubtful 
level, and additional technical confirmation has been sup’ 
plied by a very marked expansion in volume and a broad: 
ening of speculation into groups and issues hitherto laggard. 
As this is written five-hour trading activity has expanded 
to the highest mark since July, 1934. 
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Now it is true, of course, that sudden expansion of 
yolume is not always indicative of a healthy position, but 
the attendant circumstances must be taken into account. 
In the heavy trading of July, 1933, there were all the 
earmarks of a frothy speculation. The relatively active 
speculation of January, 1934, rested largely upon revalua- 
tion of the dollar. 

Today it must be acknowledged that there are few, if 
any, indications of a weak “public” speculation. That the 
bulk of the buying has been of relatively strong character 
though certainly by no means devoid of speculative motives 
—appears to be suggested by recent shrinkage in the total 
of brokers’ loans. Moreover, the spearhead of the advance 
has continued to be the high grade industrials, many at 
prices too high to attract “small fry” speculation. 

On the whole it must be held that speculation is no more 
than following the course of least resistance indicated by 
investment demand, and that investment demand, both 
American and European, has provided the chief foundation. 
In 1934, according to Department of Commerce statistics, 
net purchase of American securities for foreign account 
amounted to nearly $1,000,000,000. While reliable cur- 
rent figures are not available and while no firm or institu- 
tion can afford to reveal transactions for clients, we are 
inclined to accept present general reports of European 
buying of American equities, notably oils, to the extent of 
assuming that such buying probably is playing a sizable, 
though distinctly secondary, part in the present “scarcity 
market” for prime equities. 

Considering all factors, we recommend that surplus 
funds available for new or additional equity commitments 
be placed now in issues which have not yet advanced out 
of reasonable relationship to earnings and yields, but that 
purchases of issues which have 











other greenback issues for other purposes would be over- 
whelming. World financial history offers abundant prece- 
dent to support this assumption. 

These contentions, however, do not prove that we are 
about to witness a concentrated and fearful rush of the 
public to get rid of dollars. For despite the horrendous 
picture of the German and French inflations painted by 
some opponents of the Patman Bill, such inflations, as a 
matter of fact, develop slowly and insidiously out of a 
gradual breakdown of governmental credit and never sud- 
denly out of a single legislative mandate. 

Nevertheless the psychological possibilities are such that 
payment of the bonus in greenbacks would almost certainly 
give another fillip—possibly a dangerous one—to specula- 
tion, probably followed by inevitable reaction. The effects 
on business would be temporarily favorable, notably so in 
a probably sharp unseasonal spurt in automobile sales and 
production. 

It is our belief that a much less spectacular form of 
inflation than one of fiat money is under way and will 
continue, regardless of the disposition of the bonus issue— 
the inflation of governmental spending, of mounting bank 
deposits and excess reserves, of record-breaking low money 
rates, of accumulating surplus funds seeking employment 
while investment yields tend steadily to decline. 

Nothing in this picture precludes substantial reaction at 
any time, either technical or intermediate in scope; but the 
longer and basic upward trend becomes ever more clearly 
defined as natural recuperation in business reinforces 
the lifting powers of the present financial forces. We 
are not here referring to the immediate seasonal movement 
of business, which is downward, but to a definitely im- 
proving underlying foundation. 

We have on many occasions 
emphasized that the slowness of 
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velt’s promised veto of the bill is 
sustained in the Senate. 

On the other hand, adoption of the bill over the veto 
could not fail to have some inflationary results, the scope 
of which are beyond forecast. The psychological element 
here is the factor that none can calculate. The prevailing 
setting, as above pointed out, is a generally inflationary 
one. It can be argued with logic that an issue of green- 
backs might very well prove to be the spark that would 
touch off a conflagration. It is also true that, once the 
bars were let down by resort to greenbacks for a specific 
purpose, the political temptation to follow this up with 


following pages. 

These gains, of course, represent large percentage changes 
from an exceedingly low level and certainly fall far short 
of spelling early prosperity. It would be easy for the 
stock market to over-discount them from time to time. 
Nevertheless they are indicative of a basic change for the 
better and are likely to remain a supporting element in the 
longer picture. 

Aside from the bonus issue, the political development 
of present greatest interest to business is the Senate’s. 

(Please turn to page 154) 
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Happening in Washington 


Business: Washington 
votes that the country is 
recovery conscious. Decline 
of production indices is 
waived aside, as a momen- 
tary phase, soon to be 
changed. Emphasis is placed 
on growing buying of con- 
sumers’ goods, especially in 
the back country; ascending 
volume of bank check trans- 
actions and many _ reports 
of new business ventures 
and ideas. Satisfaction is 
felt that first quarter spurt 
has not turned the coun- 
try’s head, thus avoiding a 
painful corrective reaction. 
Some fear is felt that re- 
vival may be so obvious 
after July that business ex- 
pansion may become too 
headstrong. 

Inflation sentiment 


By E. K. T. 








“T Forbid” 

“1 forbid” —veto—the President solemnly and em- 
phatically says to the Patman inflation-bonus bill. 
Therein, with admirable courage, the chief execu- 
tive is both rightist and right. Meeting the infla- 
tion craze of the period at its height and in its most 
powerful vote-affecting guise—a composite of pa- 
triots, cranks, sincere money theorists, loose think- 
ers and demagogues—the President has spoken a 
word for solid recovery. The clipped dollar is not 
to be blown up. The suicidal folly of monetary de- 
basement has been foiled. This stern “no” on the 
right offsets a host of smiling “yeses” on the left. 
But it simultaneously offends the veterans, the infla- 
tionists, the erratic and the foolish, and certainly 
dims the President’s prospects for re-election unless 
economic normalcy be soon regained. 


their constituents in 1936, 
One third hold until 1938, 
and the other third until 
1940. Senators have time 
and change on the side of 
independence both of the 
President and of fickle pop- 
ular favor. But for this 
situation the Senators would 
be as strong as the House 
for reckless measures, re: 
conciled with standing by 
the President as much as 
possible. The House 
schemes to nullify Presiden: 
tial discipline by plumping 
almost unanimously when 
it goes against him, and 
solidly supporting him on 
measures which it does not 
consider of prime vote im 
portance. 
Senators are not much 
worried over punitive 


reported growing, but 


White House measures 
= in respect of allocation 





while denoting ultimate 
grief will have a cur- 
rent uplifting effect. Tremendous activity, foreseen 
under work-relief program, will make for optimism be- 
fore the dollars begin to pour out of Washington. 


Building— particularly residential—will spurt from July 
onward, F H A officials say, and are privately more 
sanguine of a vigorous expansion than discretion permits 
them to say publicly. Insurance companies are warming 
up to insured loans, and banks, still dubious about marked 
commercial expansion this year, are beginning to show 
substantial interest in mortgage loans. They will show 
more as soon as discount channels are definitely opened— 
don’t want to be loaded up with mortgage loans in case 
of inflation taking or in case of genuine business reflation. 


Tugwell is delighted with his new assignment as boss 
of agricultural land recovery and defense. Retains title and 
salary of Under-Secretary of Agriculture but is independent 
of Wallace in his new job. He thinks that he has the 
most important job in the whole works in the long view. 
Dreams of himself as going down to history as the execu- 
tive who hurled back the desert from the western side of 
the Mississippi Valley. 

Job satisfies his social reconstruction propensities, 
and will keep him so busy that he will have little time 
to declaim his evolutionary social philosophy. There 
will be no need to ship him to Europe this year or next. 


House of Representatives is motivated almost solely 
y next year’s elections—not of the president but of them- 
Only one-third of the Senators will have to face 


> 


elves. 
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of work-relief expendi 
tures because it is impossible for the President to appl) 
the disciplinary rod in any state where the Representa: 
tives support him. But a Representative is identified 
with his own district and can be easily skipped by 
Santa Claus. 


NRA vote decision will be a severe test of choice 
between inclination and Presidential favor, for the House. 
Real feeling of Representatives is even more against N R A 
than that of the Senators but canniness and party discipline 
will keep the House in line for two-year continuation of 


NRA. 


The Considerable Business Sentiment on the side 
of N R A will have little influence in either house. Best 
bet now is that just before N R A is due to die by limita: 
tion on June 16 a compromise measure will be jammed 
through extending it for two years instead of nine months, 
but with N R A’s wings clipped and its legs amputated 
close to the trunk. 

President will concede almost anything to save his 
face—besides he hopes that with N R A pulmotored for 
two years there will be ample opportunity for per 
manent legislation which will perpetuate his fond idea 
of articulating business and Government. 


The Strain of Decision has not been confined to the 
President. Probably three-fourths of the Democratic Sena’ 
tors and most of the Democratic Representatives experience 
daily a bitter inner conflict of conscience and policy. Essen’ 
tially conservative and devoted to traditionally accepted 
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American institutions and ways, they daily find themselves 
voting and talking one way and feeling and thinking the 
other. They apprehend that they are sowing dragon’s 
teeth from which will grow a host of troubles for the 
future. Their hope is that recovery will come in time to 
head off further fiscal folly and chloroform the radicalism 
which has been cultivated by the White House. 

Also they hope that heat and wrangling may force 
adjournment of Congress with some of the legislative 
“musts” in the category of unfinished business and ex- 
posed to erosion by time, circumstances and recovery. 
By January, 1936, they hope, there will be nothing that 
can be whipped up as emergent scare, and nothing new 
that anybody will touch with Demos about to pro- 
nounce judgment. 


So, it's now or never.—All parts of the New Deal 
which are not duly certified by law at this time will have 
no chance of revival at next session, unless times become 
worse to the point of desperation—and if they do, the 
good ship New Deal will be sunk without a trace. The 
“Roosevelt Revolution” must complete its rotations now 
or pause at a cock-eyed angle. 





Farmers swamping Washington to demonstrate for 
A A A also demonstrated for inflation. They were frank 
to say that the best thing about the Patman Bill was its 
bed money. Taking their monetary and economic lessons 
from the President the articulate ones among them declared 
that agriculture had sunk into insolvency and that the 
only way out was through repudiation which would look 
better under the name of inflation; and would feel much 
better, because the creditors would be anesthetized for a 
time by easy money and swirling business activity. 

And, no doubt, some of them went home with cheer- 
ful assurances that credit inflation would be more fra- 
grant than money inflation and still less identifiable by 
the victims. : 


Deep Reason for Administration opposition to green- 
backs may be found in the fact that a flood of them- 
although once and only— 





low- domestic price level to a stable dollar, which would 
be the only pegging standard left. 


Price competition will follow death or emasculation 
of NRA. Results will be beneficial and will be promptly 
felt in expansion of business. Labor and dividends will 
suffer for a time, but increasing number of jobs and ration- 
alization of business will compensate later. 

Period of confusion will be something of a brake 
but will not offset revived necessity of getting business 
in contrast with N R A plan of allocating it. But 
Wagner and 30-hour bills will, if passed, put a high 
bottom under prices and retard recovery. 


Inconsistency of trying to lower prices by abolishing 
N R A and holding them up by labor measures make no 
impression on Congress, and defeat of N R A would steam 
up the drive behind the labor measures. Wagner Bill 
triumph in Senate registers grovelling fear of Congressmen 
of the tireless and vindictive A. F. of L. labor lobby. 


Prevailing expectation is that Supreme Court will 
deflate present N R A in its decision on the Schechter 
chicken case, and leave only a shell for extension. 


Administration jumped from the frying pan into the 
fire when the President contrasted attitude of Secretary 
Roper’s Business Advisory Council regarding N R A with 
that of the Chamber of Commerce of the United States. 
Council is against the Administration’s banking bill—says 
so unanimously in unpublished report. But bill will pass. 
Opposition of bankers only gives it more momentum. 


Peek-Hull opposing policies on foreign trade is an- 
other hornet’s nest. Trade agreements are getting no- 
where, and Peek is hog-tied. “Good neighbor” policy is 
compared to relation between housewives, where one does 
all the lending and the others all the borrowing. We 
neither trade shrewdly nor attain grateful reciprocity. We 
remain the world’s easy mark. 


Legislative and eco- 
nomic. situation tends to 





might knock the props from 
under credit inflation based on 
further bond issues. “‘Physi- 
cal inflation of the currency 
may work psychological de- 
flation.” spurt ahead 
Stabilization will come 
sooner than is commonly ex- 
pected. France will take the 
initiative, encouraged by the 
Morgenthau speech, in ex- 
ploratory conversations behind 
the scenes. Confronted by ap- 
proaching necessity of suspen- 
sion of the gold standard by 
France, Britain will move for 
agreement to become effective 
simultaneously with agreed de- 
valuation of the franc. 
Should events be allowed 
to run their course and 
France go off gold, the 
United States would be 
forced into a currency ma- 
nipulation race with Bri- 
tain; for we could not per- 
mit the British to peg a 


deep 


tional joke 


expenditures 


ing the other 


Washington Sees— 


Country “recovery conscious”—Big forward 
Inflation sentiment spreading wide and striking 


Residence building to accelerate rapidly 


Insurance companies and banks warming up 
to F H A loans on big scale 


Congress chaining industry to labor unions— 
Wasner Bill to pass 


No stopping the Administration’s banking bill 
Peek-Hull foreign trade deadlock an interna- 


Supreme Court deflating N R A and Congress 
giving brief life to what is left 


Work relief administration rushing to speed 


Congress regularly thinking one way and vot- 


drive the President toward the 
right notwithstanding his re- 
sentment at business opposi- 
tion to his pending measures. 
Better business is a must that 
more and more outweighs 
legislative musts. 


AAA Legislation will 
go through as finally shaped 
by Wallace. Cotton situation 
will be met by some sort of 
subsidy on agricultural ex- 
ports, but principle of produc- 
tion control will be firmly re- 
tained. A A A is as much in 
favor with farmers as N R A 
is in disfavor with business. 


Taxation: No increase of 
taxation is likely. 


Work- Relief is getting 
under way, but conviction 
grows that it will have to be 
more and more of an agglom- 

(Please turn to page 156) 
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What Will Our Colossal Experiment in Social 
Security Cost Business-—and the Individual? 


Business Faces [axation Greater 


Than 1929 


By Joun D. C. WELDON 








HE New Deal's broad Social 
Security bill has passed the 
House of Representatives by 
a tremendous majority. Congres- 
sional sentiment is overwhelmingly 
in its favor. It appears a foregone 
conclusion that it will very soon be- 
come law. 
Thus the United States sets forth 


“The total profits of all reporting cor- 
porations in 1929 were $8,083,000,000. 
The social security taxes by 1939 would 


be more than 12 per cent of this sum.” 


we create purchasing power. The 
Government can not create purchas- 
ing power. In taxing or borrowing, 
it merely levies upon either present 
purchasing power or purchasing 
power to be created in future. 
These are elementary facts. The 
significant thing about them is that 
they emphasize the cold reality that 








along a path new to us, old to vari- 
ous other countries—but a path 
which nowhere has ever led more than a few feeble steps 
toward the will-o’-the-wisp of real social security; and even 
those short steps at great cost. 


Humane in Principle 


With the principle itself none of human heart can com- 
plain. In a complex industrial civilization it would be a 
mockery to hold that every individual is the master of his 
own destiny and devil take the hindmost. Forces utterly 
beyond the control of the individual bring unemployment 
to millions; and only a small minority can of their own 
efforts store up purchasing power—in the form of savings 
or insurance—upon which to subsist in the forced or volun- 
tary retirement of old age. ' 

Following on the heels of ever more intense industrializa- 
tion, our collective sense of social responsibility has tended 
to widen—not steadily but in spurts and relapses, the spurts 
usually coming after periods of distress have sharpened the 
mass demand for reform. Government over the decades 
has stretched its protective arm further and further in all 
manner of laws regulating working conditions. 

Today there is a growing conviction that it should be the 
obligation of industry to provide as best it can for its 
human wastage. It offends our collective conscience to 
see millions work a lifetime at scarcely more than decent 
subsistence wages or salaries and then be thrown ruthlessly 
into the discard—like rusty and worn tools—when age 
carries them beyond maximum working efficiency. 

-All of this one must acknowledge; but what to do about 
it is not so simple—indeed, it presents problems of almost 
baffling complexity. 

To begin with, the purchasing power out of which we 
propose to make future unemployment and old age benefit 
payments does not exist today. Where will it come from? 
The available national wealth is not purchasing power, but 
in the main merely the means of production with which 
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such social security as we have to 
day and all that we can ever hope 
to have can only come out of the successful functioning 
of our vast and highly organized processes of production 
and trade which we conveniently sum up in the word 
““business”—that is, it can only be so if we are to retain 
the traditional profit system which has provided Americans 
with the highest living standard in the world. This thing— 
“business”—is our very life blood. 

Obviously, then, our first necessity is to have prudent 
regard for all conditions and relationships which affect the 
productivity of business. If all business stopped—to illus- 
trate the point by a striking exaggeration—the writing of 
social security legislation at Washington would be a ghastly 
farce. From which it follows, as equally obvious, that to 
whatever extent governmental measures—however well in- 
tentioned—hamper business and restrain its productivity, 
to precisely that extent social security will be lessened. 


National Planning 


We have seen during the past two years some unfortunate 
and unforeseen results from governmental planning. We 
have too often seen an optimistic correction at one point 
merely make another dislocation somewhere else, if not 
two for one. Certainly, then, it behooves us to take a 
careful look at this latest venture in long-range social plan: 
ning. How will it affect business? That is the big ques 
tion. That is the practical question, since Washington has 
merely written an order for purchasing power that it 
expects business to produce. 

What strikes one first is that the proposed old age pen: 
sions and unemployment benefit payments as presently pro- 
jected will seem very modest to any potential recipient; but 
that in their aggregate they constitute a very onerous tax 
load to be charged against business production in the very 
near future. 

For this discussion we will leave aside the probability, 
taught by all history, that social security plans tend to 
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expand far beyond original conceptions and cost estimates. 
Such is the normal political inclination among democratic 
peoples. What our plan is today is not necessarily, or 
even probably, indicative of what it will be with later 
political amendments. The chances are that it will tend to 
grow. It is only the start that we have before us and 
examination of this will give business plenty of food for 
sober thought. 

Take a look at the presently projected social security 
taxes, which, mind you, are to be added to taxes already 
high and rising. The best that we can do is rely on esti- 
' mates made by the sponsors of the bill, for the taxes are 

to be levied on payrolls and these—as all have learned in 

recent years—constitute one of life’s most annoying vari- 
ables. Total wages and salaries paid in 1929 amounted to 
upward of $47,000,000,000, according to the Department 
of Commerce, and to $27,500,000,000 in 1932. One 
might guess them today at possibly $33,000,000,000 to 
$35,000,000,000, but there are various exemptions in the 
bill, including agricultural workers and household servants. 

From the House committee’s estimates of the revenues to be 

raised, it appears to be anticipated that payrolls subject to 

the special taxes will be around $28,000,000,000 a year and 
will gradually and steadily rise for the next fourteen years. 

Payrolls being a variable, as above stated, the revenues may 

be more or less than presently forecast. If less, they will 
almost certainly be supplemented by additional taxation, 
whether special or general, or by resort to the Federal 
credit. 


Staggering Costs 


But accepting the committee’s estimates at face value, 
employers will pay social security taxes of $367,000,000 on 
1936 payrolls and on 1937 payrolls will pay a total of 
$781,000,000. On 1938 payrolls these taxes will amount 
to approximately $1,068,000,000. 

To make the story complete we could go on with 
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estimates of $1,800,000,000 for 1950 as the employers’ 
share, but that is looking far head when business may be 


good or terrible. The really startling thing is that, as we 
are struggling to emerge from depression, these taxes on 
business—exclusive of social security income taxes on the 
workers affected—will jump in the next several years to the 
staggering sum of $1,068,000,000! 

Let us state the figures again: $367,000,000 on 1936 
payrolls; $781,000,000 on 1937 payrolls; $1,068,000,000 
on 1938 payrolls. 

There they are. How much taxation is that? Well, 
for the fiscal year ended June 30, 1934, all corporations in 
this country paid a total of only $397,000,000 in Federal 
income taxes. If we lump in the excess profit, capital stock 
and dividend taxes of the Recovery Act the addition would 
only be $133,000,000 for that year. In the boom year, 
1929, all corporations in the country paid Federal income 
taxes totalling $1,193,000,000. 


Doubled Tax Load 


In short, assuming present corporate income taxes re- 
main the same, the social security taxes will virtually double 
this load by 1937 and by 1939 will produce a combined 
load substantially heavier than was carried in 1929. It 
may be that boom conditions will again prevail by 1938 
and 1939, making it easier for business to pay its taxes, but 
one would have to be an optimist to assume so. 

To get a further insight into the possible effects of the 
new taxes it is illuminating to study the gross volume, taxes, 
profits and operating margins of American business in the 
aggregate as shown by United States Treasury records of 
income tax payments. This amounts to averaging and 
consolidating the income tax returns into one huge com- 
posite figure. 

Total taxes paid by all corporations in 1933—Federal, 
state and local—are estimated at $2,500,000,000. The 
social security taxes by 1939 would add about 40 per cent 
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to this. Total taxes paid by corporations in 1929 were 
$3,415,000,000. The social security taxes by 1939 would 
add 31 per cent to this. 

The total profits of all reporting corporations in 1929 
were $8,083,000,000. The social security taxes by 1939 
would be more than 12 per cent of this sum. This com- 
posite American super-corporation lost more than $3,000,- 
000,000 in 1931, more than $5,000,000,000 in 1932 and 
more than $2,000,000,000 in 1933. While 1934 figures 
are not available, it is improbable it did better than break 
even. 

Closer to the point, sales or gross income in 1929 totalled 
the vast figure of $160,622,000,000 and the profit margin 
on this figure was 4.70 per cent. In other words, of every 
$100 of sales $4.70 was the margin retained by the corpora- 
tion for dividends, for expansion, etc. Over the fourteen 
years 1919-1932 this margin averaged less than 21/7 per cent. 

These records reveal, contrary to “brain trust” illusions, 
that for business as a whole the difference between profit 
and loss is a very modest and highly uncertain margin. It 
is this margin that is threatened when any arbitrary increase 
in costs is imposed. Against even the satisfactory 1929 
margin of 4.70 per cent on gross business handled, the pro- 
jected 1939 social security taxes of 4 per cent on payrolls 
will, obviously, constitute an urgent problem for the average 
corporation. 


An Unfair Provision 


And right here we come to what seems, at least to this 
writer, a glaring and unfair weakness in the program. A 
corporation’s responsibility should be to its own employees 
and not to those of a different corporation in a different 
industry. In providing for old age pensions the bill puts 
the same percentage load on all affected corporations, 
lumping the weak and the strong 





toward a system consisting of forty-eight state-wide pools 

In which case, a favorably situated corporation in Buf. 
falo, say, operating twelve months in the year and maip- 
taining stable employment, would be taxed to benefit work. 
ers let out by a clothing manufacturer or a construction 
company in New York City. In which case also, it would 
seem, security plans set up voluntarily by such companies 
as General Electric, Eastman Kodak, Procter & Gamble 
and many others will be washed into the general hodge. 
podge. 

The Supreme Court’s decision in the recent railroad 
pension case has raised some question as to the constitu. 
tionality of this program, although it is contended by sup. 
porters of the legislation that it rests upon the Federal tay. 
ing powers rather than upon the interstate commerce clause 
of the Constitution, as did the railroad pension act. Toa 
layman it would appear—without seeking to interpret the 
possible attitude of the Supreme Court—that the common 
pool formula may be questioned, since under it Company 
A could be taxed and the proceeds handed over to workers 
let out by Company B. 


Varying Burdens 


It need hardly be observed that the ability of business 
to absorb these special levies will vary enormously from 
industry to industry and from company to company. Where 
the cost of labor is relatively large per unit of product, 
they will be most onerous; and vice versa where unit labor 
costs happen to be low, as, for example, in chemicals. 

To the employer there will be only three courses open. 
He can absorb the taxes out of profits, if any; he can pass 
the additional cost on to the ultimate consumer, which in 
quite a few products is far from easy, as abundant experi 
ence with N R A and the processing taxes of A A A have 
proven; or, third, he can take it 
out of labor in one way or an 





together. In providing for 
unemployment benefit pay 
ments, it does not set up a 


Federal system exclusively, but 
aims to encourage all states ata 
to set up their own systems i 174 
under minimum Federal stand- 7. a4 

ards. To this end it will make 
grants to states to cover expense 
of administration and the Trea- 
sury will handle reserve funds 
segregated for each state. Of 
the tax collected by the Govern- 
ment under this section of the 
bill, 90 per cent will be remitted 
to any corporation which has 
paid State unemployment taxes. 
The states are permitted wide 
latitude in the details of their 
own systems. They may im- 
pose additional taxes, for 
example, on employees, who will 
pay Federal pension taxes rang- 
ing from 1 per cent of wages 
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other, for example by putting 
in more labor-saving machinery, 
by pushing up man-hour pro 
duction of employees, by reduc: 
ing wage scales to the amount 
of the taxes or by letting some 
workers go and speeding up the 
rest. 

For the majority of companies 
today the first course would be 
impossible. Even if recovery 


years—during which the taxes 
become heavy—will unquestion 
ably find thousands still with 
deficits or on the marginal 
fringe. If they can not pass the 
added cost along, the effect 
would be to accelerate further 
the concentration of production 


NT INSURANCE TAXES 





and powerful 
which is one of the things 
Washington does not want. 








for 1936 to 3 per cent by 1949, 
but who will pay no Federal 
taxes toward unemployment benefits. 

A state may set up a common pool, as is provided under 
the unfair New York State legislation recently adopted; 
or it may follow the Wisconsin plan of segregating reserves 
for each corporation. Since the Treasury is to handle 
reserve funds and since it would be extremely difficult to 
maintain segregated funds for every affected corporation, 
it appears obvious that a strong impetus will be given 
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passes the added cost down to labor, we certainly will not 
be contributing to social security. On the other hand, a 


general effort to add the cost to the prices of finished 

goods—already too high—would be merely to reinforce 

N R Aand A AA in a further assault on the public pur 

chasing power and, obviously, would be diametrically op 

posed to the cause of recovery, upon which and upon which 
(Please turn to page 152) 
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A Challenge to 


~ Management 


Present Situation with All Its Uncertainties 
Demands Close Watch Over All Legislative 
Developments and Quickened Realization of 
Opportunities for Betterment in Private 


Business. 


NY student of business can detect that many business 

men feel unusually worried today. These worries 

may in some cases be overdrawn, but nevertheless 
they flourish and retard recovery. A summary of these 
worries might include the following items: 

Business people are worried about our currency. Is 
there to be no further inflation, only a little more, or a great 
deal? 

Will deficits in legislative budgets begin to taper off 
definitely in the near future, or are they likely to be with 
us for a long period? In this connection, will taxes con- 
tinue to mount, stabilize, or in the near future begin to 
taper off? 

What is going to happen in regard to huge experiments, 
such as those based on reward for not working or the 
theory of scarcity; hampering of world trade; borrowing 
our way to prosperity; and political regimentation of busi- 
ness and agriculture? In this connection also should be 
included the fears created by various blocs advocating pro- 
grams at which business looks askance. 

Efforts at reform have seemed too severe and too speedy 
tu be compatible with business recovery, according to the 
opinion of many business men. How long and how ex- 
tensive is this reform wave to be? 

There are, of course, special doubts confronting special 
industries, but there is no question in my mind that the 
accumulation of these uncertainties is retarding recovery. 

The depression was the most severe shock economically 
that the American public has experienced in generations. 
The speculative boom had gone to excesses and there were 
abuses. It was natural that the American people wanted 
assurance that we would never again encounter such diffi- 
culties. On the other hand, recent efforts for reform and 
| for future security have unfortunately run to excesses 


; paralleling or exceeding those of the speculative boom. 


Governmental leaders do not seem to understand the view- 
point of business, and business does not seem to understand 
much that government is trying to do. 

Huge experiments and reform measures affecting all of 


| us vitally for the rest of our lives, and perhaps those of 


future generations, have been and are being pushed with 
what seems to be insufficient fact-finding or evidence of 
workability. Economic laws have been brushed aside. 
Wisdom which has taken centuries to develop has been 
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C. M. CHESTER 
President, General Foods Corporation 


ignored, as the flood tide of experimentation and reform 
has arisen. 

My feeling is that business men should watch more 
closely than ever any inimical pending legislation, under- 
stand its implications, and try to help make such legislation 
as practicable and workable as possible. 

I do not consider it politics for a business man to speak 
fearlessly against what he considers unreasonable encroach- 
ments upon his property and that of his stockholders and 
the jobs of his employees. 

In addition to fighting or helping to correct unsound 
measures affecting directly our businesses, I feel that every 
management could do constructive things in its own busi- 
ness. It should not let undue pessimism blot out the realiz- 
ing of opportunities which do exist. It should be sure that 
its products are improved and produced with the greatest 
efficiency and sold at moderate prices. I believe there should 
be no undue hesitancy about modernizing plants and equip- 
ment where such modernization is necessary or advisable. 
Business should not stint on its research and development 
work, which in the past has done so much to raise standards 
of living and industry. Management should make sure 
that its relations with the consuming public, its employees, 
investors, and distributors are on a high plane. The times 
call for greater ingenuity in advertising and sales promo- 
tion, in an effort to stimulate business activity and improve 
employment. 

Any great people should benefit eventually from ad- 
versity, and I have hopes that the trials of the past years 
will eventually result in real progress. 


—_—_ 


One of a Series of Guest Editorials by Leading Men of Industry 
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Has the Turn Come? 


Critical Examination of Earnings, Employment 


and Other Factors in the Capital Goods Indus- 


tries Show Ground for Decided Encouragement 


By J. C. Crirrorp 





ary and 5.5 per cent over March, 





tries has improved. If this 

be the start of a major trend, 
its importance can hardly be over- 
stated, for it would mean that the 
back of the depression had really 
and truly been broken. The de- 
pression centered in heavy goods— 
a point often made, but which can 
well stand repetition in the light 
of new developments. It was here 
that the unemployment problem 
was most acute and it was here 
that the past recovery efforts of 
the Government were most devoid 


BB cis bes in the heavy indus- 


recovery. 


ment. 


Improvement in capital goods in- 
dustries is significant of fundamental 
Increased 
construction and among manufacturers 
of steel, cement and industrial equip- 
ment means greater activity in many 
other lines and a relief of unemploy- 


1934. At the same time the index 
of factory payrolls last March was 
3.6 per cent ahead of the previous 
month and 15 per cent ahead of 
March, 1934. It is to be noted 
that the Department of Labor in 
cludes in “durable goods” much 
more than we wish to convey by 
the term “heavy goods”, although 
they omit nothing that we would 
include. 

The indexes of the Federal Re. 
serve Board are confirmatory of 
the showing above. Taking the 


operations in 








of tangible results. The Treasury 
poured out millions one way and 
another during 1933 and 1934, but about the only imme- 
diate major effect was a bolstering of retail trade—some- 
thing which, by and large, had held up very well without 
the Treasury’s help. Now at last, however, the situation 
seems about to change; it may be that we are at last feeling 
the cumulative effect of past governmental expenditures. 
Perhaps the money poured out by Washington had to 
work its way through consumers’ goods into heavy goods. 

Although the evidence of the improvement in the heavy 
goods industries is conclusive enough, it is so, less because 
the picture is sharply etched, but because a myriad straws 
point in that direction. Perhaps this is why it is not more 
generally recognized. The essential obstacle to obtaining 
a clear-cut picture is that the term “heavy goods” contains 
nothing of mathematical accuracy and that, even if it did, 
it would be impossible to segregate the heavy from the 
light in actual practice. Steel, for example, one might 
logically classify as mostly heavy, but think of all the steel 
which goes into things which obviously are consumers’ 
goods, such as tin cans. Even such things as automobiles 
and refrigerators, it is preferable to classify as “consumers’ 
capital goods” than to put them in the “heavy” category. 
Similar difficulties will be encountered in considering the 
non-ferrous metals, electrical equipments, lumber and 
others. 

It is possible to cast some light on the problem through 
employment and unemployment figures. The objections 
to these are, however, in the first place, that they are at 
the best only estimates and, in the second, that they are 
out of date when received. Nevertheless, they are worth 
something, adding their evidence to the other factors in 
the case. 

The Department of Labor’s index of employment in 
“durable goods” in March gained 2.2 per cent over Febru- 
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groups that most clearly fall into 
our definition of “heavy goods”, 
it is to be noted that the factory employment index of 
steam, hot-water heating apparatus, etc., stood higher last 
February than for January and about 10 per cent higher 
than in February last year. An even better showing was 
made by engines, turbines, etc., machine tools, railroad cars, 
locomotives, and shipbuilding. Millwork lumber and all 
divisions of the non-ferrous metals likewise showed up well. 

The creeping paralysis which came over construction 
probably was the most marked characteristic of the depres 
sion. It has been estimated that as many as five million 
men made their living directly or indirectly from construc’ 
tion in 1929. Moreover, the building industry commonly 
leads all others in consumption of the products of other 
industries. Thus, the slump in construction being what 
it was, one can say without fear of contradiction that no 
single field contributed so much to our unemployment 
problem. For a time it seemed as if nothing would allew 
ate the situation. The Government's public works pro 
grams were but a drop in the bucket compared with what 
had been done previously under private initiative; the same 


may be said of the renovating and modernizing loan scheme. | 


Recently, however, a significant change has come ovet 
residential construction. For the first three months of this 
year, the value of residential contracts was 23 per cent 
higher than in the first quarter of 1934, according to the 
F. W. Dodge Corp., whose figures are the accepted 
standard. But April was even better, in thirty-seven states 
contracts of $42,000,000 being 85 per cent better than in 
April, 1934. 

No one factor is responsible for this improvement; it is 
a combination of many. At the bottom of it all, probably 
lies the fact that there has been a gradual elimination of 
the housing surplus. Reports have come in from many se’ 
tions of the country to the effect that there has been @ 
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moderate, albeit quite distinct, 
frming in rentals. This is the 
best sign of all, for in recent years 
the insuperable obstacle to new 
residential construction has been 
the fact that it was very much 
| cheaper to rent a house than own 
one. In most places, probably it 
is still cheaper, but the gap is 
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first quarter of this year, against 
a loss last. Other manufacturers 
of railroad equipment also have 
done better; New York City 
plans to sell $19,000,000 in cor- 
porate stock to finance the pur- 
chase of 500 subway cars. Al- 
though in the past there has been 
much talk of a possible freight 
car shortage, it seems that we 
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struction costs, and the lower cost 





may at last actually be running 





and greater facility of financing. 

The increased activity in construction can be viewed 
from another angle. Seven manufacturers of construction 
materials turned a loss of $433,000 suffered in the first 
three months of 1934 into a profit of $332,000 for the first 
quarter of 1935. Among the important individual companies 
was Johns-Manville with earnings equivalent to 15 cents a 
common share in the first quarter of 1935, compared with 
a substantial loss last year. Otis Elevator with earnings on 
its preferred stock compared with a substantial loss last 
year, while most of the cement companies, although still 
showing deficits on their common stocks, revealed that they 
were much nearer black figures than in the corresponding 
period of 1934. 

It is to be remembered that the most favorable aspect of 
activity in residential construction lies not only in the 
work that it gives and the purchasing power that it creates 
during the time that the project actually is under way, to 
say nothing of the direct way it effects lumber, brick, 
cement, glass and other industries, but that when a man 
has his house built, he becomes an immediate prospect for 
the furniture manufacturer, the maker of pottery and glass 
ware, the textile manufacturer and all the other fabricators 
of the countless things which must go into a new house 
immediately and which one is obliged to constantly replace 
from time to time. 

In speaking of heavy goods, however, residential con- 
struction would hardly be the first thing called to mind; 
it would be steel. And, curiously, there is not a great 
deal of concrete evidence of major improvement in the 
heavy division of the steel industry. Steel companies, of 
course, did much better in the first quarter of this year than 
in the first quarter of last—U. S. Steel reported a net loss 
before preferred dividends of little more than $2,000,000, 
compared with a loss of nearly $7,000,000 last year, 
Bethlehem Steel lost $600,000 against $900,000 in the first 
quarter of 1934, while National Steel reported a profit of 
$3,367,632, compared with a profit of $1,642,328 in the 
first quarter last year. Even so, the skeptic will say that 
this betterment reflects the phenomenal activity of the auto- 
mobile, electric refrigerator, farm equipment and other 
“consumer capital goods” industries. 

Yet, while there may be considerable truth in this, it 
cannot possibly be the whole explanation of the activity in 
the steel industry, for there has been too much of an upturn 
in other heavy goods which require steel. For example, 
manufacturers of railroad equipment are doing better than 
at this time last year. Pullman 


into something of this kind. Dur- 
ing the depression the buying of freight cars dropped like 
a plummgt, but there was no cessation of wear and tear 
and obsolescence. Bad-order cars number approximately 
300,000 and, of these, many it would never pay to repair; 
surplus cars theoretically number some 300,000, but cut- 
ting this, say, to 250,000 as the actual surplus and, remem- 
bering that this surplus is quite unevenly distributed terri- 
torially and that freight cars are of many kinds, it takes 
little imagination to see shortages in certain districts and 
for certain types of car. 

Nor are the makers of railroad rolling stock the only 
ones in the heavy goods field who must have taken addi- 
tional steel this year. Manufacturers of electrical equip- 
ment did very well in the first quarter. General Electric's 
sales billed totalled more than $40,000,000, compared with 
less than $35,000,000 in the first quarter last year, while 
new business booked in the first quarter of 1935 was 
greater than billings by almost $9,000,000. The tendency 
for bookings to out-run billings is a sign that the heavy 
division of the company’s business has picked up, for much 
heavy equipment can not be manufactured and billed in the 
same quarter as the order is received. The recent remarks 
of Westinghouse Electric’s chairman bear this out, for he 
said that this company’s central station, industrial and trans- 
portation business had all increased in the first quarter. 
Allis‘Chalmers, which relatively is more involved in the 
heavy field than either General Electric or Westinghouse, 
was almost in the black for the first quarter this year, while 
in the corresponding period of 1934 the loss was nearly 
$700,000. 

The machine tool business is, for all intents and pur- 
poses, booming; this spring has been better than at any 
time since the depression began. Machine tool manufactur- 
ers have received a lot of orders, of course, from the auto- 
motive industry, but this has accounted for by no means 
all the activity. Steel mills and general manufacturers have 
installed a great deal of new equipment. Nor is there any 
particular reason to suppose that machine tool orders have 
reached their peak and that they should therefore. slack off 
shortly. While much better than the depression low— 
which, incidentally, for this industry came in 1933— 
machine tool orders are still far from the volume established 
in 1928 and 1929. 

The National Association of Manufacturers stated re- 
cently that $20,000,000,000 would be spent on equipment 
and rehabilitation of plant, if only the Government would 

shelve some of the bills that are 





lost more than $600,000 on its 
transportation operations in the 
first quarter of 1935, but turned 


in a net profit of $680,000, indi- g 70 
cating that its manufacturing and ao 
Tepair operations were well in 7 = 
the black. Last year in the first : 

quarter the company lost money . o 


on manufacturing operations. 
Similarly, General Railway Sig- 
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now pending. This is probably 
a somewhat over-optimistic state- 
ment, although there can hardly 
be logical disagreement with the 
basic contentions which are: (1) 
that potentially there exists a real 
| demand for equipment, renova- 
T | tion and modernization, and (2) 
that many of the Government’s 
policies are most disquieting and 
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The March of Science 


Depression Has Only Spurred on Research 


and Many New Developments Are Chang- 


ing the Outlook of Leading Industries 


By THropore M. KNaApPEN 


NE of the first effects of the 
advent of the depression 
was a tendency to dispense 

with industrial research in the 
application of science. It was of 
short duration, however, as the 
fierce competition for a restricted 
volume of business soon led to 
feverish efforts to capture what 
business there was by the produc- 
tion of cheaper or novel and bet- 
ter goods. The number of indus- 
trial research laboratories has 
grown from 200 to 1,700 during 
the past five years, and inventors 
and discoverers in the fields of 
physics and chemistry have never 
been so numerous or so cunning 
as now. 

So it has come about that a 
period of depression in which the 
mechanization of industry was a 
major cause of vast unemploy- 
ment has been one in which po 
tential productivity of each work- 
er has made enormous strides. 
While faced by an unprecedented 
period of unemployment science 
and industry have been working 
energetically in the direction of the 
reduction of the number of human 
units required to meet the present material needs of 
mankind. The scientists and the inventors explain that it is 
their duty to civilization to discover and develop improved 
processes of manufacture and new and better products, and 
that the readjustment of the world to an economy of 
abundance and little toil should be an easy as well as a 
grateful job for the economists, statesmen and sociologists. 


What Is to Be Done’ 


Some of the objectives of applied science toward the 
attainment of which great strides are being made, as listed 
by W. R. Whitney for the symposium of industrial progress, 
staged a year ago by the General Motors Corp. are: 

Universal air conditioning of all public and_ private 
buildings. 

Trains with a speed of 100 to 200 miles an hour. 

Electrification of all railways. 

Trunk highway systems, avoiding communities and 
separating passenger cars from trucks 
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A General Electric Tool of Science—An 
800,000-Volt X-Ray Tube 


High altitude flying for in 
creased economy and speed, auto- 
matic piloting and landing con 
trol from the ground. 

Complete substitute for visual 
control of airplanes, for making 
flying and navigation safe in 
thick weather. 

Home teletype and television. 

Reduction in the cost of pow 
er, by the mercury boiler, com 
bustion of coal at the mine, high 
voltage and direct current trans 
mission. 

New materials—improved syn 
thetic textiles, new synthetic res 
ins replacing natural materials; 
new alloys and new structural 
materials. 

Elimination of needless noise. 

Wiping out of slums. 

Household drudgery eliminated 
by complete electrification of 
every home. 

All routine industrial and com 
mercial jobs made wholly auto 
matic. 

More goods for all with greatly 
reduced working: hours. 

Applied chemistry, as well as 
pure research, has made astound: 
ing progress in the last few years. Synthetic plastics (Bake- 
lite is the familiar type) have multiplied to such an extent 
that they have added several hundred trade names, and 
are commonly displacing natural materials industrially as 
well as in building. Synthetic camphor, first made in Amer 
ica, only the other day has already reduced imports of 
natural camphor by 30 per cent and broken the Japanese 
(Formosa) monopoly. Duprene, made by the du Ponts, 
is an artificial rubber already in common use and preter’ 
able for some purposes to the natural product. 


Practice Outruns Theory 


Reversing the usual procedure——as Dr. Harrison E. Howe, 
editor of Industrial and Chemical Engineering, pointed 
out to the writer—in a review of recent progress, many 
solvents have been brought out in industrial laboratories 
in the past five years “before they were dreamed of in 
academic halls.” One company brought out six new and 
useful synthetic organic chemicals in 1930, seven in 1931, 
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sven in 1932, eight more in 1933 and six in the past year. 

The use of detergents for water conditioning has made 
marked progress, making washing with hard water easy. 
In the field of agricultural fertilization much progress has 
been made in synthetic urea. Hydrogenation is developing 
a wide field of new organic chemicals derived from petro- 
leum, and miracles are ahead for it in coal, shales and 
lignite conversion. Acetanide, an important solvent, went 
into production in 1933 and is already successfully used 
in the recovery of iodine from oil well brines. 


Northern Spruces vs. Southern Pine 


A process of making print paper from the Southern pines 
promises to transfer the newsprint industry from Canada 
and the North to the South. The Mellon Institute has 
brought out a non-scuffable artificial leather. The du Ponts 
have introduced a new rayon as strong as steel. A new 
factory in North Carolina is extracting 600,000 pounds 
monthly of ethyl dibromide from water, thus assuring 
plenty of anti-knock motor fuel. Potash is being extracted 
from the great deposits of potassium carbonate in the 
Southwest—and France and Germany no longer control 
this source of plant food. Various chemical methods of 
air-conditioning have been evolved. Progress in the inhibi- 
tion of rust and corrosion is making it practicable to break 
up the substructure in oil-bearing formations, through the 
pipe transmission of acids, 


ated with Chrysler), De La Vergne Engine Co., American 
Blower Co. 

The number of concerns engaged in the manufacture of 
the various elements of air conditioning is much larger. 
Although the residence field is hardly touched as yet, even 
for individual rooms, 56 companies reported the installa- 
tion of $3,205,191 air-conditioning equipment of all kinds 
in the first three months of 1935, as compared with $1,160,- 
455 of 1933. Truly these are figures for the edification of 
persons who are trying to pick the depression extinguisher. 
The total business of these companies, covering the whole 
field of air-conditioning equipment almost doubled from 
1932 to 1934. The total for 1934 was $13,000,000. This 
is a grain of sand in the beach of what is likely to be. Five 
million electro-mechanical refrigerators have been sold. 
Of this total 1,390,000 were sold last year alone, breaking 
all previous records. Is it too much to expect a similar 
increase in air-conditioning as the idea catches on? 


Stimulating Growth 


Air-conditioning enthusiasts see in their new industry 
in association with refrigeration the counterpart in physics 
of the discoveries in chemistry and biology which are mak- 
ing for the perfection, extension and joy of life. The 
human being protected from disease, cured if need be, 
stimulated to the acme of effective use of his powers by 
perfect foods and adjusting 
injections, carrying the in- 





and thus increase produc- 
tion of petroleum. Astound- 
ing things have been done 
in protecting metals from 
wear, through the electro- 


New Industries 


dicated vitamins and_hor- 
mones, as in insulin for kid- 
ney diseases, will, thanks to 
air control, spend much of 





deposition of tungsten and 
the development of clad- 
steels. 

Air conditioning and re- 
frigeration have made im- 
portant advances in the past 
five years. Thousands of 
railway coaches and sleep- 
ing cars have been made 
comfortable at all seasons 
of the year. As yet the 
air conditioning of resi- 
dences has not made a 
great advance, but the field 
is so vast that it may be- 
come a huge factor in in- 
dustrial revival, comparing 
perhaps to the automobile 
industry as an industrial 
accelerator in the early 
twenties. There are already 
twenty important com- 
panies which manufacture 
air-conditioning units. 
Prominent among them are 
such well-known companies 
as the Pullman Co.,, 
General Electric, the West- 
inghouse Electric & Manu- 
facturing Co., the Frigid- 
aire Corp., the Kelvinator 
Corp., Servel, York Ice Ma- 
chinery Corp., Standard 
Air Conditioning Co., Car- 
tier Engineering Corp., 
B. F. Sturtevant Co., Air- 
temperature, Inc. (associ- 
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Rayon consumption by American textile indus- 
tries is now three times as great as that of silk. 


Cellulose acetate, a fiber unknown ten years ago, 
now has a production of 41 million pounds a@ year. 


Synthetic plastic industries now have an output of 
over $200,000,000 a year in value. 


Air conditioning equipment has attained to sales 


of $13,000,000 a year—in hard times. 


Domestic refrigerator production was the largest 
in history in 1934. 
In the past the synthetic organic chemical industry 


has depended chiefly upon cellulose and coal tar 
derivatives. Now it is turning to petroleum. 


The coal-tar dye industry, virtually unknown in 
America before the war produces over $43,000,000 
worth of dyestuffs in 1933—breaking all records ex- 
cept for 1929, and has contributed immensely to the 
development of rubber, textile, paper and lubricating 
industries, motor fuel, medicinals, explosives and 
other industries. 


Within ten years cellophane output has multiplied 
67 times and price has been reduced 86 per cent. 
W ould government industry have done as well? 


Manufacture of ammonia and its oxidation to 
nitric acid began thirteen years ago. Today Ameri- 
can agriculture is no longer dependent for nitrogenic 
fertilization upon either Chilean saltpeter or the dis- 
tillation of coal. 

The mechanical cotton picker goes into mass pro- 
duction in 1936, suggesting recovery of U.S. cinch 
on cotton markets. 








his time in a medium ideally 
adapted to his functions. 

In the field of biochemis- 
try, besides the balancing 
of human faculties through 
the secretions of the endo- 
crine glands-—those mysteri- 
ous regulators of functions 
and of growth—there are 
impending possibilities in 
the stimulation of cell 
growth, particularly floral, 
which may lead to pro- 
found consequences in the 
hastening of nature’s 
productive processes. The 
ever-widening use of the 
artificial fibers and_plast- 


ics, derived from wood 
cellulose, may conceiv- 
ably require the hasten- 


ing of wood growth: and 
so comes the “cambium pro- 
moter,” auxin. When a 
baseball bat comes out of a 
retort instead of from the 
saw and the lathe the ma- 
gicians of the laboratory 
may have to command the 
genii of the elements to 
speed up the making of 
cells. In animal hus- 
bandry larger- and faster- 
growing meat animals are 
in sight. 

On the other hand, the 
scientist applies death when 
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the occasion demands, 
and the multiplying 
insecticides, disinfect- 
ants, aseptics and 
fungicides ever more 
deadly and applicable, 
defend man and de- 
stroy his swarming 
enemies, who menace 
his life, destroy his 
foods and pollute his 
drinking water. As 
the minute enemies 
are conquered and 
the physical and 
chemical processes of 
the body are aided, 
the span of life will 
continue to lengthen, 
and the psalmist of 
the future may take 
five-score as his mea- 
sure. 

In the domain of 
physics, if there is 
such a domain separ- 
able from chemistry, the advance of prime-mover 
power and the mechanization of its application goes 
breathlessly onward in these resting years of business. The 
Diesel engine has recently added new chapters to an old 
story of one type of internal combustion engine. It is 
finding increasing application for power units. Gains in 
Diesel horsepower in use are depicted in the accompanying 
graph. In navigation motor ships continue to gain and 
the Diesel-electric combination of prime and secondary 
movers is making startling advances in land transport. The 
news following population has had thrill after thrill in the 
last two years from the performances of stream-lined and 
Diesel-electric-powered railway engines and trains. Last 
summer there were almost daily thrills as the new-type 
trains of the Union Pacific (M-1001) and Burlington 
(Zephyr) dashed hither and thither on speed, record- 
breaking, economy-demonstrating trial trips. In October 
the M-1001 spurted from Los Angeles to New York in a 
trifle less than 57 hours, attaining a maximum speed of 
120 miles an hour, and an average 


Courtesy, American Locomotive Co. 





The “Hiawatha,” Stream-lined Steam Locomotive 


South with The 
Rebel, from New 
Orleans to Jackson, 
Miss. These new 
trains are of the ar 
ticulated car type 
and favor light 
weights, with stain. 
less steel and alumi. 
num<alloy — structural 
elements. Competing 
with these Diese] 
power, electrically ap. 
plied, trains of fish 
form, stream-line de. 
sign, the old steam 
engine makes a rally, 
With the boast that 
forty years ago steam 
trains were develop. 
ing a cruising speed 
of close to 90 miles 
an hour, steam fights 
for continued sv 
premacy. Fighting the 
Twin City Zephyrs 
are the Northwestern’s conventional steam-propelled trains, 
tearing off 431 miles in 390 minutes, Chicago to the Twin 
Cities—vaunted as the fastest train in all the world in 
regular service. Now comes the Milwaukee with oil-burn- 
ing, stream-lined steam engines hauling the “Hiawatha,” a 
regular-car train doing the same route in the same time, 
The Baltimore & Ohio is developing stream-lined steam 
engines, and the first regular service of this sort is to be on 
the Alton route from Chicago to St. Louis. Regular con 
ventional service between Chicago and New York has been 
recently reduced to 17 hours by the Pennsylvania and the 
New York Central; fourteen hours will soon be attained 
on that transport sector, if worth while. Traveling while 
you sleep gives trains the edge over planes on such distances. 

The steam locomotive has a lot of speed, power and 
general advantage in association with unit cars, instead of 
cumbersome articulated trains, but it has the electric en 
gine, also, as a rival. Pennsylvania has completely elec: 
trified its New York-Washington line, freight and pas 
senger, and is talking about a 
mile-a-minute passenger service be 





for the entire 3,258 miles of 57.2 
miles per hour. 

The fuel cost was only $80. 
This train is now in regular ser- 
vice between Chicago and Port- 
land, Ore., on a 40-hour sched- l 
ule, and like service is soon to 
begin to California. The original 
Zephyr has been in money-mak- 
ing regular service for some 
months between Kansas City and 
Lincoln, Nebr. “Zephyr Twins” 
are now making daily service 
runs between Chicago and Min- 
neapolis-St. Paul—402 miles in 
390 minutes. The Burlington is 
about to give the St. Louis-Chi- 
cago run a like service. 

In the East we now have the 
Diesel-electric trains of the Maine 
Central and the New Haven— 
the Flying Yankee and the 
Comet, and the Gulf, Mobile & ae teee 


NUMBER OF UNITS IN THOUSANDS 





ELECTRIC REFRIGERATOR 
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tween the capitals of commerce 
and politics, using streamlined 
locomotives. These mechanical 
giants can pull heavy old-type 
passenger trains at 90 miles an 
hour. The _ installation cost 
$200,000,000, but points toward 
a net saving of more than $7, 
000,000 a year in operating ex 
penses. 

In the railway transport race 
Pullman, General Electric, West’ 
inghouse, General Motors (Win’ 
ton Diesel engines), Goodyear 
Zeppelin, Budd, and the Baldwin, 
American, Lima and other trans 
port builders — whether steam, 
electric or Diesel-electric—will 
participate profitably. The 
streamlining of regular unit-pay 
senger cars is also under way of 
various lines, and opens the way 
for a new car-building era 





SOURCE:- EDISON ELECTRIC IN 





Northern has just pepped up the 
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Freight cars are in for great port, but we — only —_ 
i e Down to a production of only 
a oar ae. an: = DI E S E L LNG | N E SA L E S 1,615 duane in 1934 against 
sive reconstruction of roadbeds to | | - 6,193 in 1929, we are set for a 
stand the speed of fast trains. ee se pete = and for- 
i i a a 3 ts 

The old American prosperity ward plunge when Governmen 
habit of endless rebuilding has attitude toward this business and 
hit the railways again. « 600 — a ——- 4 other businesses again becomes 

Invention fights also on behalf 5 constructive. - 

of aviation for the further mas- 2 500 eee | ee : The other day “Big Shot Sarn- 
tery of the air and for competi- g off of R C A tipped the gaping 
tive advantages over surface . | world that television, following 
ithi boi bij es | TER f the heels of accomplished 
transport. Within a few years é | | | ast on the heels of np : 
have come these new things to z | | | | telephotography which daily half- 
the newest way of transport: 3 Ore Fa sie tones half the world for the edi- 
Convertible pitch propellers, fa- z | | fication and entertainment of the 
cilitating taking off in limited 200-8 B+ y+ see other = _— before long give 
: ‘ai ae | | ae s ° 
space; wing flaps for “braking”; | | | the radio industry new mo 
automatic pilots; landing wheel om i ty oe Pee mentum—and put the movie 
brakes and tail wheels; two-way | | theater magnates into panic plight. 
radio; artificial horizon and other | | | News reels in Ppa a 
instruments for blind flying; 1929 1930 1931 1932 1933 1934 and wire—and the ta ing pic 
metal construction; non-cumbusti- araiiien ames idaaiil ture, too. Newspapers, already 
worried by radio news flashes, 


ble fabric for wings; large, pow- 
erful air-cooled engines; wing 
nacelles and cowlings for engines; sound-proofing of cabins; 
mastery of night flying by means of Federally-lighted and 
radio-equipped airways; retractible landing gear; supercharg- 
ers for carburetors; higher octane fuel and better parachutes. 

The Bureau of Air Commerce is hard at work on inex- 
pensive, fool-proof airplanes. One type is of the auto-gyro 
class which has folding wings and becomes an automobile 
from the owner’s garage to the nearest air field, which latter 
may be little more than a vacant lot. Another experiment 
uses a well-known automobile engine—making for lower 
cost; a third is with rudderless control and a new type of 
ailerons. 

The big money in airplanes will not come until there is 
extensive private ownership of machines. A plane at a 
cost of a thousand dollars or less and so fool-proof that 
flying can be learned in a few hours and shorn of most of 
its danger is in the offing. Asa prosperity builder the airplane 
will probably not repeat the history of the automobile, but a 
million privately owned machines is talked about. Air service 
between the United 
States mainland and 
Hawaii and the Phil- 
ippines is soon to be 
established by Pan- 
American Air Lines. 
Service to Europe via 
the Bermudas will ar- 
five within a year or 
two. South America 
for air travel is al- 
ready an old story. 
At home the flying 
time from New York 
to California was re- 
duced April 1 to an 
even 20 hours by the 
United Air Lines; 
TWA makes Chi- 
cago from New York 
in 3 hours and 58 
minutes. No other 
country is in the same 
class with us in the 
extent and excellence 
of industrial air trans- 
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Courtesy, Fairbanks, Morse & Co. 
Diesel Engine Units in a Power Plant 





are wondering what the teletype 
will do to them when usable in every home and office by 
radio and wire. 

But never mind, in America obsolescence is the mother 
of prosperity; the passing of wealth makes room for more 
wealth. Like the forest, it rises on the bodies of its 
ancestors. But one wonders how long it will take to effect 
economic adjustment to the new cotton picker of the Rust 
brothers, operating cost 98 cents an acre, doing the work 
of 50 negroes. Road paving machines not in the blue-print 
stage five years ago, takes the place of 57 laborers and one 
man with a Caterpillar tractor pushing a bulldozer makes 
a good dirt grade at 5 miles an hour. 

Whether the man of the future, supreme in his mastery 
of the powers of nature, will have so little work to do that 
he will spend most of his time loafing at home or whizzing 
and flying around the map is a question. He may become 
as migratory as the birds and his home may be as much of 
a vehicle as a house. But it is plain that shelter must cost 
less than in the past. Thirty per cent or more for rent is 
too much. So comes 
the manufactured 
house, already dis- 
cussed at length in 
the previous issue of 
THE MAGAZINE OF 
WALL StrEET. Timed 
in arrival with a 
building revival, it 
may be the big push 
for recovery. 

All over the indus- 
trial and _— science 
scenes the new is 
sprouting from and 
displacing the old. 
Cellophane has just 
about wrapped the 
world in sanitary 
transparency when 
comes an opaque 
wrapper to contest its 
supremacy. Metal 
tubes are challenging 
(Please turn to page 

154) 
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Significant Foreign Events 


By GerorceE BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Currency Stabilization Discussed 


Secretary of the Treasury Morgen- 
thau’s remark on the stabilization of 
currencies is interpreted abroad as be- 
ing preliminary sparring with England 
and it is thought that it was moti- 
vated by American export interests. 
Yet, despite the fact that it was un- 
deniably only a preliminary move, it 
was not long in being followed by 
others. Secretary Hull was quick to 
back it up and brought in the extremely 
important point that foreign exchanges 
and foreign trade are inextricably in- 
termixed; not things that can be placed 
in separate compartments to be con- 
sidered at different times. 

Abroad, the first major repercussion of what appears 
to be a modification of the American attitude came from 
Neville Chamberlain, Chancellor of the Exchequer, who 
stated that the British Government was watching the cur- 
rency situation with a view to determining whether the 
time was ripe for stabilization. But he too was quick to 
stress that foreign exchange rates arose from the transfer 
of goods, services and capital and that to attempt to 
stabilize currencies before doing anything to stabilize these 
other factors was like trying to anchor a ship on a con- 
stantly shifting anchorage. 

While it is to be doubted that foreign exchange stabili- 
zation is very near—although it may come sooner than 
most of us think—the official recognition that is being 
taken of the subject is certainly a step, even if a small 
one, in the right direction. 





%* %* ok 
France and Currency Stabilization 


As a matter of fact, the time which must elapse before 
there can be an international stabilization of currencies 
largely depends upon the French attitude. Until now, 
this has been unremitting adherence to the old gold stand- 
ard. Recently, however, the French economic situation 
has grown sharply worse. Flandin’s plan is an admitted 
failure and even among the conservatives there has dawned 
the thought that perhaps the maintenance of the present 
gold parity for the franc is proving a mistake. 

That France’s turn to devalue has come closer is seen 
in the weakness of French bonds, strength in stocks, and 
the constant outflow of gold. Although it may be that 
we are about to enter a period of currency chaos with no 
one on gold, many believe that France, Holland and Switz- 
erland all have to devalue before international currency 
stabilization can be achieved. There is logic in this. So, 
perhaps the sooner we get the devaluing over with the 
better. 
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Superficial Prosperity 


The situation in Germany is worthy 
of detailed consideration. One's first 
impression of it is that of feverish 
activity. Munition factories hum with 
activity. Ceaseless trafic rumbles over 
well kept highways. Overhead the air 
drones with planes. The country side 
—a flourishing stretch of flowering 
trees, snug white farm houses, fat 
grazing cattle. The cities—standing 
room only in the theaters; elbow room 
in the restaurants. Certainly Germany 
looks prosperous. But appearances are 
often deceiving. Is this real prosperity or 
temporary boom; an economic miracle 
or merely a flash in the political pan? 

The picture on closer scrutiny reveals a darker back: 
ground. Construction of barracks in the suburbs of 
Berlin, easily mistaken for a world’s fair in the making, 
is in reality a glaring revelation of the magnitude of 
unemployment. The sumptuous banquets of Hamburg 
merchants are not an indication of current prosperity— 
rather a desperate effort to spend quickly meager remnants 
of a rapidly diminishing wealth. 

Hamburg, now the graveyard of one of the world’s 
greatest merchant marines, is suffering acutely from trade 
stagnation. Through this port the United States normally 
exported from thirty to forty million dollars worth of 
merchandise monthly. Commerce with Germany, our third 
largest overseas market, since Dr. Schacht’s restriction 
scheme, has dwindled to a bare four million dollars monthly 
turnover. This pathetic condition of foreign trade in 
Germany presents a serious situation, the weakest point 
in her economy. In a desperate attempt to alleviate this 
condition, the government is now dunning industry for 
subscriptions to subsidize export business. The goal 1 
set at one billion marks. Some six hundred million marks 
have already been pledged—a virtual levy on not only 
the earnings but the reserves of individual industries. 
Hence in Germany the government like a vampire has 
succeeded to an unprecedented degree in sucking the life 
blood of business enterprise. Taking the profits out of bus’ 
ness might well be the national slogan of the Nazi party. 

In the industrial field—the boom is rapidly approaching 





its zenith. The demand for steel, boots, uniforms, motors, [ 


cannot continue for ever. The maintenance of an army 
is more expensive than its original cost. And Germany 
must eventually count the cost. At the time of writing 
a government decree orders drastic rationing of raw 
materials throughout the country. As might be expected 
the armament industries receive favorable treatment a 
the expense of other manufacturing enterprises. Although 
deprived of primary products these companies are forced 
to continue operations in order to maintain the number o 
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surplus employees delegated. Thus the overhead mounts, 
prices increase, exports decrease. As exports decrease, 
foreign exchange balances decrease and in turn essential 
supplies of foreign oil, cotton, ore, decrease. A vicious 
arcle if there ever was one—a political hypothesis predi- 
cated on an illusory self-contained economy. But Ger- 
many is less adapted to a self-contained economy than let 
us say France or even to a greater degree the United 
States. If the system is forced to the extreme, the German 
people will, in time, be reduced to a standard of living 
comparable to that of the Bulgarian peasants. But the 
regime of bare subsistance, of strict war-time discipline is 
not a convincing political program for the Nazi party. 
Hitler has already announced in his latest public speeches 
that the German people must expect the hardships of lean 
years to come. But the solidarity between the economy of 
Dr. Schacht, the military power of the Reichswehr, the 
propaganda of the Nazi party, depends on maintaining a 
standard of living above the level of bare necessity. 

The question arises—what is Germany’s way out? Al- 
though the country is 80 per cent self sufficient as regards 
food resources, the government’s agricultural monopolies 
have unfortunately been designed to burden the larger 
and more efhcient farm units by discriminatory taxes in 
favor of the smaller marginal producers. 

Nevertheless business continues as usual--it cannot stop 
—it cannot even pause for breath. First and foremost 
government orders must be filled and in payment govern- 
ment paper accepted. Interest is paid in short term notes 
—repeat orders in money of the same color. With treasury 
bills coming in and currency going out every corporation 
will become gradually drained of working capital. German 
industry had not at- 
tempted, in truth has 
not dared to discount 
this accumulating mass 
of government obliga- 
tions. As the crisis 
becomes more acute a 
run on the banks with 
an avalanche of gov- 
ernment notes must 
some day occur. But 
the banks, as well, are 
in the hands of the 
state having liquidated 
their former industrial 
credits and received in 
exchange the govern- 
ment’s promise to pay 
in treasury notes. Thus 
banks, industry, as well 
as agricultural interests, 
are glutted with gov- 
ernment paper. 
Another fundamen- 
tal factor in the dark 
background of the Ger- 
man picture is the 
eventual solution of 
the financial problem. Dr. Schacht has so far cleverly 
manipulated Germany's finances at each successive step 
to. the distinct advantage of Germany. During the 
immediate post-war period, the country faced with a 
huge deficit, stripped of valuable industrial and colonial 
resources, forfeited her gold reserve. At this stage with 
no alternative at hand, the New Republic started a cam- 
paign of foreign borrowing on a scale of unprecedented 
proportions. Between 1924 and 1934 Germany passed 
bad checks on the world for the value of twenty eight 
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Military Review in Berlin Following the Recent Repudiation 
of the Treaty of Versailles 





billion marks. But, by shrewdly liquidating outstanding 
obligations on the profitable basis of thirty cents to the 
dollar—the net national foreign indebtedness has been 
reduced today to thirteen billion marks. 

With the international loan market milked dry, Ger- 
many then embarked on a mad orgy of commodity buying, 
contracting merchandise clearing arrangements with twenty- 
two separate countries. Since the export trade has been 
stifled by the prevailing high costs of production, goods 
flowed in faster than they flowed out. The result— 
Germany has unpaid bills abroad in commodities amount- 
ing at the present time to eight hundred million marks. 
But with her huge military ambitions to finance Germany 
is still looking for additional credit. The tempting margin 
of profit offered makes a few countries willing even now 
to take the risk, if merely to secure some business turn- 
over which is practically paralyzed by European autarchy. 

Soviet Russia is a typical case in point. Except for the 
U.S.S.R. no country will sell to Germany for payment in 
marks. At the present time Russian-German bartering 
represents a brisk business. Some two and a half years 
ago Soviet Russia owed Germany approximately one bil- 
lion seven hundred million marks. The Russian debt, how- 
ever, has been liquidated in total by shipments of Soviet 
merchandise into Germany but at prices boosted to such a 
height as to reduce the debt burden by practically one 
kalf. Even with this bad bargain so eager is Germany for 
material supplies that she has negotiated a new credit 
transaction with Russia of 200,000,000 marks to finance 
machinery exports—terms twelve, eighteen, twenty-four 
months. In actual fact, credit terms are of no real conse- 
quence in this instance, the whole transaction representing 
a fortuitous exchange 
of commodities at pure- 
ly fictitious values. 

Thus to all intents 
and purposes Germany 
is not only surrounded 
by a circle of military 
opponents, but her 
economy has been 
thrown completely out 
of joint by quotas and 
tariffs beyond her fron- 
tiers. The increasing 
autarchy in Europe, the 
accentuation of  isola- 
tion opinion in the 
United States, the 
growing competition of 
Japan’s exports in 
world markets, repre- 
sent three factors which 
together present a 
gloomy prospect for 
Hitler’s ambition to re- 
gain Germany's place 
in the sun. 

For us there is one 
significant lesson to be 
drawn from developments in Germany. Even though for- 
eign correspondents in Berlin complain that the Ameri- 
can public is interested only in the headlines of the Ger- 
man news, a close parallel may be drawn between events 
transpiring in that country and those in the United States. 
In short, the problem of state plundering of public wealth 
is only one of degree and from this standpoint Germany 
presents a prophetic example of the false prosperity en- 
gendered by extreme usurpation of government preroga- 
tives. 
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Can the Rapid Pace of Automobile Production and Sales Be 
Continued, or Will the Piling Up of Used Cars and Labor 


Difficulties Cause More Than Seasonal Decline? 


New Factors in the Motor 
Outlook 


By LaurENCE STERN 


T the start of this year the automobile industry, in- 

A variably optimistic, predicted great things for itself. 

As we near the half-year mark great things, in- 

deed, have been accomplished and earlier optimism so far 
has been justified. 

Production and sales thus far in 1935 have matched those 
of the corresponding period of 1930. If we ignore the 
abnormal activity of the most feverish years of our greatest 
of all booms and compare the position with average pro- 
duction and sales over the period 1923-1927, it can be 
truthfully said that recovery to normal in the motor indus- 
try is virtually an accomplished fact. 

The purpose of this article is to review the record to date 
and to estimate, as far as possible, the outlook. To that 
end we shall have a look at production and registration fig- 
ures and the relationship between them; the status of the 
used car market; the potential demand for cars new and 
used; the vital question of profit margins; competitive shifts 
within the industry; and the continuing uncertainty of the 
problem of labor relationships. 

Production for the first four months of this year 
amounted to 1,591,381 units, as compared with 1,125,349 
in the corresponding period of 
1934. May production, already 


quately stocked, as is reflected by a downward revision of 
Ford’s production rate over the past fortnight and by a 
levelling off in Plymouth’s production preliminary to sea’ 
sonal downturn. 

It would seem, therefore, that only a fortuitous and early 
spurt in dealer sales of new and used cars can prevent a 
substantial recession in June output of Ford and Plymouth. 

Adoption of the soldiers’ bonus bill, as needs hardly be 
pointed out, would effect a dynamic change for the better 
in the sales and production outlook for the remainder of 
the second quarter and for the third quarter. Without this 
stimulus, it appears a reasonable guess that June output 
will be in the neighborhood of 300,000 to 350,000 units, 
bringing the half-year total to approximately 2,300,000 
units or slightly more. If the bonus is adopted, all esti- 
mates would have to be revised sharply upward. 

Production for the half-year will exceed that of the first 
half of 1934 by upward of 25 per cent. If an approxi 
mately equal rate of gain continues throughout the year— 
as seems possible in the light of relatively favorable general 
business conditions—1935 output would approximate 
2,500,000 units, or the most optimistic of the forecasts ven- 
tured by anyone in the industry at 
the start of this year. 





seasonally receding from the April 
peak of 477,546 units—which was 


AUTOMOBILE PRODUCTION 


Complete registration figures for 
April are not available as this is 





the heaviest production of any 600 
month since August, 1929—will | 
probably approximate 425,000 | 
units, bringing the five-month total | 
to around 2,000,000 units. 
Forecasting June production, 
and consequently that of the half- 
year, involves some variables and 
uncertainties difficult of precise 
measurement. Due to the recent 
interruption effected by strikes at 
key points, General Motors for the 
rest of the half-year will probably 
produce Chevrolet cars at maxi- 
mum capacity. One of the three 200 
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NUMBER OF UNITS IN THOUSANDS 


1 written. The figures for the first 
quarter, however, are significant, 
since production of 1,113,835 units 
was unseasonally heavy. Registra: 
tions of cars and trucks during this 
period were approximately 61 per 
cent of total United States and 
Canadian production, as compared 
with slightly less than 55 per cent 
in the first quarter of 1934, but 
comparing with a ten-year average 
of 67 per cent. Thus the ratio be- 
tween production and retail sales 
was considerably better than in 
1934, but moderately lower than 











“best sellers,” Chevrolet will tend Z 


to hold up total production of the 1932 
industry beyond the normal sea- ae 











normal. The difference is not 
large enough to suggest any serious 
over-stocking. Moreover, the com- 














sonal peak. On the other hand 
there is reason to believe that Ford 
and Plymouth dealers are ade- 
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parison is only approximately in- 
dicative, since registration figures 
cover only registrations in our 
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forty-eight states, while production figures apply both to 
Canadian output and to production for export, the latter 
business having advanced briskly. 

Always, of course, active sales of new cars involve active 
“turn-ins” of old cars and cars so taken in trade tie up 
capital of dealers until disposed of. This is the “used car” 
problem that bobs up from time to time as excessive stocks 
of second-hand cars react unfavorably on the ability or 
willingness of dealers to push sales of new cars. Obviously 
the year to date has increased stocks of used cars, but the 
position in this respect differs widely from dealer to dealer 
and, in the absence of composite and up-to-date statistics, 
one can only fall back on generalized opinions within the 
industry or those connected with it as to whether in the 
aggregate such stocks are or are not excessive. 

There are, however, two general conclusions. First, 
such jams are temporary and affect month to month varia- 
tions in new cars sales and production rather than the trend 
of such sales for the year. The industry operates on a flex- 
ible basis, keeps close watch on sales of both new and used 
cars and adjusts production accordingly and promptly. 

Second, it should be obvious that any period of rising 
public purchasing power and demand for automobiles must 
necessarily affect new and used cars proportionately. On 
a national average, if John Doe’s economic status and 
willingness to spend have improved to the extent that he 
will buy a new car for $700 or $800, then Richard Roe’s 
ability and willingness to spend will induce him to buy a 


used car for $400. 
Of the approxi- 
mately 25,000,000 


cars on our roads to- 
day, fully one half are 
at least five years old 
and have been made 
obsolete by the indus- 
try’s notoriously fast 
pace of improvement 
in motor car perform- 
ance, safety and ap- 
pearance. It follows 
that the replacement 
demand, active and 
potential, is an enorm- 


only really serious 
limiting factor is pub- 
lic purchasing power. 
Other obstacles, in- 
cluding used car I 
stocks, are transient. : 
During the years 
1923-1929 the indus- 
try produced an aver- 
age of approximately 
4,400,000 cars and trucks a year. How could so many 
units be sold when the great majority of sales involved a 
turn-in? The answer is that they were sold, and the mil- 
lions of used cars were likewise sold if serviceable or thrown 
on the junk pile if not. 

It is one thing to sell cars in abundance, another thing 
to make satisfactory profits out of such sales, since unit 
margins always are relatively small and are subject to sharp 
disarrangement by changing cost factors. The period since 
the inception of the New Deal has constituted a rigorous 
test of the flexibility of the motor industry, involving, as it 
has, sharp advance in the cost of raw materials and arbi- 
trary upward adjustment of wages to a level approximating 
that of 1929. 

Fortunately, hourly wages are not the same thing as the 
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Production Line in the Plymouth Detroit Factory 


unit cost of labor. This vital factor tends to decline in 
more than proportion to enlarged volume if such enlarge- 
ment be substantial. It also is forced downward by the in- 
dustry’s ever more intense application of more efficient 
machines and processes. 

During 1934, profits in the aggregate were unsatisfactory 
and far out of line with the year’s production increase over 
1933. The position has been reversed in 1935. In 1934 
an abortive attempt was made by the industry, excepting 
Ford, to pass along enlarged costs to the public. That was 
quickly corrected with a return to the traditional mass- 
production method of motor management. The industry 
sought, and found, producing adjustments that would ab- 
sorb increased costs, without either raising prices or impair- 
ing product values. These adjustments, together with the 
even more important factor of a 25 per cent gain in aggre- 
gate volume, have worked wonders for profits. 

Chrysler is the prime example, its volume gain—and con- 
sequently its profit gain—far outrunning the average for the 
industry. Both unit and dollar sales were the highest of 
any three months’ period in this corporation’s history, and 
a gain of 57 per cent in dollar volume over the first quarter 
of 1934 produced a gain of 177 per cent in profits. Net of 
$9,163,182, or $2.12 per capital share, compared with 
$3,303,850 in the first quarter of last year and came within 
4 per cent of total profit for all of 1934. On the produc- 
tion and registration figures now available, it is a reasonable 
estimate that this company will earn around $5 per share 
for the first half-year. 

The General Mot- 
ors showing was con- 
siderably less  spec- 
tacular, a gain of 22.8 
per cent in unit sales 
and of 20.1 per cent 
in dollar sales, as 
compared with the 
first quarter of 1934, 
producing a gain of 
only 7.5 per cent in 
profits at a total of 
$31,510,371. This, 
however, was the best 
quarter since the first 
quarter of 1930. It 
can be safely assumed 
that the corporation 
was no less vigilant 
than Chrysler in ad- 
justing manufactur- 
ing operations as far 
as possible to in- 
creased costs, the 
difference between its 
dollar sales gain of 
20.1 per cent and the 57 per cent gain of Chrysler being 
more than adequate explanation of the wide disparity be- 
tween its profit gain of 7.5 per cent and Chrysler’s gain of 
177 per cent. Since the effects of the strike-dictated stop- 
page of Chevrolet production over a considerable recent 
period can not be accurately measured, it would be futile 
to attempt to forecast this company’s profit showing for 
the second quarter and for the half-year. 

The Ford Motor Co., being a closed corporation, 
reports its earnings to the family and management and not 
to others. Its fortunes, therefore, are only of indirect, 
although enormous, interest, bearing as they do upon the 
Ford competitors and upon many makers of materials and 
accessories. 

(Please turn to page 154) 
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HE MaGAZzINE OF WALL STREET'S Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 
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“Total Amount Fixed Charges 
funded ofthis times earned? Price 
Company debt issue - Ne - ————. Yield to COMMENT 
(mil’ns) (mil’ns) 1933 1934 Call? Recent Maturity 
Atchison, Topeka & Santa | Fe | Ry. 
**General 4s, 1995. : : ¥ . $10 152 1.3 1.5 NC 108 3.7 Of the highest grade. 

Adjustment 4s, Oe 310 51 1.3 1.5 NC 102 3.9 Junior to issue above, but still high grade. 

Conv. Deb. 4345, 1948............-...... 310 28 1.3 1.5 102 '38* 106 3.9 Good bond, tho not mortgage secured. 

California-Arizona 1st & Ref. 4! 58, 62... 310 33 1.3 1.5 110 110 3.9 High grade. 

Transcontinental Short Line 4s, 1958. 310 23 1.3 1.5 110 109 3.4 Underlie Gen. 4s. _Of the highest grade. 
Chicago, “7 & wetted R. R. 

**Gen. 4s, 1958..... A a RB 220 84 1.6 1.5 NC 106 3.6 Of the highest grade. 
1st & Ret. “A” 5s, eee ene oe 220 70 1.6 1.5 107', ’°42* 109 4.5 While subject to some $160,000,000 in prior 
liens, is still strong. 
**kTllinois Division 3!4s, 1949. 220 84 1.6 1.5 105 104 Se the highest grade. 
Chicago, pee oj St. Paul & Pac. R. R. 

Gen. “A” , 1989. ets ced eet aw Rw 478 150 ms .6 NC 46 8.7§ No more than fairly strong. 

50-yr. “A” ae ee 478 106 A 6 105* . Preparing revamping plan. 

Conv. Adj. “A” 5s, 2000.. 478 183 7 .6 105 4 Junior to two issues above. Speculative. 
Cin. Union Terminal ist “A” 4's. 2020..... 36 36 10714 * 109 4.1 Guarantors include the B. & O., the C. & O., 

Norfolk & Western and Pennsylvania 
Lehigh Valley R. R. 

ist 4s, 1948... vaca Bae erie 92 5 .6 x | NC Better grade investment. 

Cons. 6s, irredeemable......... sae Tee eos 92 13 .6 & NC 4 eed to issue above. 

Gen. Cons. 4s, 2003.. Ecete 92 98 .6 am NC 34 11. 8§ Junior to two issues above. 

Lehigh Valley Ry. Ast 4): és, ‘1940. 92 15 .6 an NC eek Good grade bond. 

Lehigh Valley Term. Ry. 1st 5s, aeai ....; 92 10 .6 a NC 107 3.8 Well protected. Better grade. 

Lehigh Valley Har. Term. Ry ist 5s, 1954. 92 10 .6 A 105 °44* 100 5.0 Good, sound bond. 

Missouri-Kansas-Texas R. R. 
Prior Lien, “A” 5s, 1962. 107 62 7 4 105 44 11.4§ Now none too strong. 
Adjustment “A” 5s, 1967 107 14 7 A 100 14 sd Junior to issue above. Interest April '35 
omitted. 
*M., K. & T. 1st 4s, 1990... 107 39 NC 72 5.7  Underlies the two issues above. 
New York, N. H. & Hartford R R. 

ist & Ref. 4lés, 1967...... 256 84 Sf * 105 ’37* 34 13.2§ Large debt equally secured. Dec. int. paid. 

Non-conv. Deb. 4s, 1956...... 256 50 .7 | NC 30 18.3§ May ’S36 int. pai 

pecered Ge, BOGS... ..... 0. scessess 256 16 Bf .7 105 53 11.3§ Secured by pledge of $23,000,000 ist & Ref. 

6s. April ’35 int. paid. 

A es eee 256 39 Bf =f NC 38 15.8§ Jan. ’35 int. paid. ‘ 

ns 4 o calkihoueiamne-bin 256 15 a af NC 24 17.05 msecured by mtge. May ’36 int. paid. 

*Harlem Riv. & Port Chester ist 4s, 1954... 256 15 A 7 NC 93 4.6 Better grade investment. 
Central New England Ist 4s, 1961........ 256 13 7 yf 105 53 7.5§ \ Second grade. 
New England R. R. Cons. 4s, 1945...... 256 18 + Bf NC ee 
Guaranteed 
N. Y., West. & Boston ist 4's, 1946..... ae 19 110 19 23.7§ Jan. ’35 int. paid. 
St. Paul Un. Depot ist & Ref. “A”? 5s,1972 15 15 110 ’42* 116 4.2 Guarantors include the Northern Pacific, 
Great Northern and the Burlington. — 
Pablac. Utilities 
American Telephone & em « Co. _— ; ; 

Collateral Trust 5s, 1946. .. 1039 66 6.6 6.0 105 108 4.1 Of the highest grade. 

Deb. 5s, 1965. . 1039 388 6.6 6.0 110* 112 4.3 Strong bond, though not secured by mortgage. 
Bell Telephone of ce 

ist & Ref. “‘C’’ 5s, 1960. 2 ers | 85 1.9 2.3 100 ’57 121 3.7 High grade. 

Central District Tel. 1st 5s, sons. ....... : 97 9 1.9 2.3 105 108 3.8 Assumed B. T. of Pa. High grade. 
Columbus Ry., Power & Light Co. 

1st & Ref. “A” 4'4s, 1957.......... 24 19 2.5 2.3 105* 106 4.1 Better grade investment. 

Sec. Conv. 614s, 1942............. 24 5 2.5 2.3 105* 112 3.5 Security equivalent to issue above. 
Commonwealth Edison ist “F’’ 4s, 1981. 195 175 1.8 1.9 105* 104 3.8 High grade. : 
Duquesne Light ist “‘A’’ 414s, 1967. .. we 70 4.2 4.0 104 105 4.2 High grade. Reported to be contemplating 

refinancing this debt. 
Gulf States Utilities ist & Ref. “‘A” 5s, ’56... 20 20 1.7 1.8 105* 103 4.8 Entitled to a good rating. 
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Short-Term Issues 


funded of this times earnedt Price 
Company debt _issue ——" ale * Yield to COMMENT 
(mil’ns) (mil’ns) 1933 1934 Callt Recent Maturity 
Interstate Po wer Co. (Del.) 
ist 5s, 1 Sei ae rp tails 36 29 2 1.1E 104* 74 7.4 None too strong. 
DOB IE iss eels hse alae 36 8 1.2 1.1E 104* 55 12.4 Not mortgage secured and junior to issue 
above. 
New York Edison 
ist Lien & Ref. “B’”’ 5s, 194 123 85 4.4 3.3 105* 108 4.0 High grade investment bond. 
N. Y. Gas & El. Lt., Heat & Pos: ‘ist 5s, 1948 123 15 4.4 3.3 NC 123 2.8 {Assumed by New York Edison. 
do P. M. 4s, 1949. 123 21 4.4 3.3 NC 113 2.8 Gilt-edged. 
Niagara, Lock. & Ont. Pwr. 1st & Ref. 5s,’55. . 25 19 a.F 1.7E 105* 107 4.5 Better grade. 
Northern States Power Co. (Minn.) 
ist & Ref. “A” eae 1941. ge ass 99 99 . 2.0 105* 106 3.9 Better grade investment. 
*Ref. 4's, 1961. 99 55 2.2 2.0 105* 103 4.3 Almost equivalent security to issue above. 
~ Oklahoma Gas & Electric Co. 
ist 5s, 1 ei tcat se 43 35 » Be § 1.7 103* 104 4.6 Good bond. 
Deb. 6s, 3. 1: ae 43 7 2.7 2.9 102* 101 5.8 Junior to issue above. 
Penn Central Lt. & Pwr. 1st 414s, 1977...... 28 28 1.8 1.8 105* 98 4.6 Good bond. 
Pug. Sd. Pr. & Lt. ist & Ref. “A” 5's, ’49.. 66 63 pe : 10314 * 76 8.5 None too strongly situated. 
Std. Power & Light Deb. 6s, 1957. 481 24 | : , 105* 40 15.0§ Second grade. Feb. ’35 int. paid. 
Texas Electric Service 1st 5s, 1960 34 34 1.7 Be i 105* 99 5.1 Medium grade issue. 
Utah Power & — Co. 
ist 5s, 1944.. 54 42 | 1.2 105 87 7.0 None too strong. 
ist & Gen. 4! 68, 1944. 54 5 1.2 1.2 101%, * 86 6.6 Equal amount of ist 5s, pledged hereunder. 
Deb. ‘‘A’’ 6s, 2022 54 5 1.2 1.2 110* 80 7.5 Junior to two issues above. 
Utah Lt. & Trac. ist & Ref. “A” 5s, 1944.. 12 12 1.0 1.0 105 86 T.2 Guaranteed by Utah Power & Light. 
_ We st Texas Utilities 1st fog 1957. 25 25 1.2 1.2 103* 77 74 Second —* bond. 
Industrials 
Aluminum Co. of America Deb. 5s, 1952..... 35 7? 34 : = ‘105* 106 4.5 Real caliber difficult to ascertain, but prob- 
ably good grade. 
Am. International Conv. Deb. 514s, 1949.... 14 14 1.4 1.0 105 95 6.0 Asset value $1406 on Dec. 31, 1934. 
Am. Smelting & Refining 1st “A” 5s, 1947... 36 36 40 4.9 100 102 4.8 Strong bond. ae 
American Radiator Deb. 414s, 1947. 11 10 ‘as ee 101!4* 105 4.0 Company does better. Bond is high grade. 
~ American Rolling Mill Co. ; 
Conv. Notes 5s, 11.1.38. 40 13 7 1.4 102'.* 103 4.8§ Will probably be called. : 
*Deb. 5s, 1948....... 40 24 Be 1.4 103* 98 5.2 Upturn in business improves caliber. 
Bethlehem Steel Corp. : 
10-Yr, 4'4s, 1935 1941 ee Cee 121 7 def ee NC ; Tho unsecured by mortgage are better grade. 
Midvale Steel & Ordnance 5s, 3.1.36.. 121 31 def pa | 105 103 2.9 | Strong bonds. 
Beth. Steel Co. 1st & Ref. 5s, 1942...... 121 24 def p i 105 110 3.4 
McClintic-Marshall Coll. Tr. 5! 68, 1935, 87. 121 6 def 1.1 102'4 +e Better grade. 
Pacific Coast Steel 5s, 1935/1940......... 121 7 def 2.3 100 dies Good issue. 
Bethlehem Steel Co. P. M. 6s, 1998. 121 8 def i NC 134 4.4 \Better grade. 
Bethlehem Steel Co. P. M. & Imp. 5s, 7.1.36 121 23 def + | 105 104 2.2 
Com’! Investment Tr. Conv. Deb. 514s, 1949. 18 18 ; 8.9 14.1 110* 111 4.4 Booming business results in even better pro 
tection. 
Goodrich (B. F.) Co. a 
1st 614s, 1947....... ee ee Ne 38 18 1.0 2.0 107 109 5.5 Now better grade. 
ASME > DURST IIs os 5 020-5 s ore wes v0.5 sive 38 20 1.0 0 105* 95 6.7 Junior to issue above. 
Inland Steel 1st ‘‘A’’ 414s, 1978. ........... 40 40 as | 2.9 102'4* 104 4.3 Now high grade. 
*Remington-Rand Deb. ‘‘A” 54s, 1947.... 18 18 2.2c 104* 103 5.2 cYear to 3.31.34. Company strong finan- 


— and doing better. 

















Due date 
Atlantic Refining ON, SES eee eur 7.1.37 14 10.1 8.6 NC 108 1.2 Better grade investment. 
Buffalo Gen. El. 1st Ref. 5s.............. 4.1.39 7 2.1 2.2E 105 in High grade bond. 
California Gas & El. Un. & Ref. 5s........11.1.37 9 2.0h 2.ih 110 108 1.9 hEarnings Pac. Gas. High grade. 
**Chicago Gas Light & Coke ist 5s......... 7.1.37 10 1.4k 1.& NC 106 2.1 kEarnings Peoples Gas. Better grade in- 
vestment. 
Gulf Oil Deb. 5s..... _ 48.13.88 28 def 1.5 103! 103 Called for redemption June 1. 
New York Telephone ist & Gen. 4!4s.....11.1.39 61 4.6 6.8 110 111 2.2 Gilt-edged. 
Pacific Tel. & Tel. ist & Coll. 5s.......... 1.2.87 26 4.0 4.5 110 107 1.5 Of the highest grade. i 











t Fixed charges times earned is computed on an “over all” basis. 


t An entry such as 105 ’38 means that th 


§ Current yield. E Estimated. 


e bond is not callable until 1938 at the price named. 
*x Our preferences where safety of principal is predominant consideration. 


In the case of a railroad the item includes interest on funded debt and other debt 


rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends 
minority interest, etc. 
whole or in part at gradually decreasing prices. 
Slight risk may be taken in order to obtain a higher return. 


* Indicates that the issue is callable as a 
* Our preferences where some 
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NORTH AMERICAN CO. 





Sound Holding Company 


Will the Government’s Attack Spell 
Ruin for the Common Shareholders? 


By Francis C. FULLERTON 








FTER what our politi- 
cians have had to say 
about public utilities 
in general and public util- 
ity holding companies in par- 
ticular, we suppose that we 
should be ashamed to mention 
them. That we still continue 
to consort with political pari- 
ahs can be attributed, of 
course, only to an inate 
“obstructionism”, unfortunate 
characteristic which is typi- 
fied by a perversity so lacking 
in vision as not to see that the 
best way to rid a house of 
rats is to burn it down. 
The North American Co. is 
a public utility holding com- 
pany. Moreover, it is a public 
utility holding company pos- 





North American Co. 


Consolidated Income Account for Twelve 


Months Ended March 31 























sessing features to which the 








present Administration objects 

and which it seeks to remedy by the 
Wheeler-Rayburn Bill. It operates in 
widely separated territories; it controls 
subsidiaries through intermediate hold- 
ing companies; it charges operating sub- 
sidiaries for services (although less than 
the out-of-pocket expenses of such 
services). 

Yet, if North American were tried 
before any impartial tribunal, there is 
not the slightest doubt that the Gov- 
ernment never in the world would be 
able to make its lurid charges stick so 
far as this organization is concerned. 
On the other hand, to state the case 
fairly, there is not a great deal of 
theoretical justification for the holding 
company system now that the utilities 
are so developed, although this does 
not alter the fact that they are here 
and that to eliminate them except over 
a very long period would be most harm- 
ful to thousands of perfectly innocent 
investors. 

North American's subsidiaries oper- 
ate in four separate and distinct terri- 
tories. The first centers in St. Louis, 
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1935 1934 

UE peaks cdeececodocd ase $102,175,801 $101,175,055 
Net after expenses, etc....... 44,092,727 45,029,055 
oo eee 49,623,118 50,543,883 
Int. Sub. pref. divs., etc...... 25,275,775 25,923,423 
Balance .............seee++. $24,847,343 $24,620,460 
ee ee 13,291,018 13,121,595 
OE IND Sv oss soa Sea wees es $11,056,325 $11,498,865 
PE NE co nasddesteauscs:s 1,820,034 1,820,034 
Bal for Common......... $9,236,291 $9,678,831 
Earned per share............ $1.07 $1.16 

covers an area of more than 2,500 


square miles with a population of 


nearly 1,500,000. Here, the 


Electric Light & Power Co. (Mo.), 


Mississippi River Power Co., 


Electric Light & Power Co. of Illinois, 
the East St. Louis Light & Power Co., 
and the St. Louis County Gas Co. sup- 
ply electricity and gas to some 370,000 


customers. 


Other Subsidiaries 


The second group of subsidiaries 
lying to 
the immediate west of Lake Michi- 


operate in the territory 


Union 


Union 


the 


It is the policy of North 
American to consider no com- 
pany a subsidiary unless at 
least 75% voting control is 
held. As a result of this 
policy, the company carries as 
investments large stock inter- 
ests in other public utilities, 
instead of consolidating them. 
Of these unconsolidated inter- 
ests, the most important are 
North American Light & Pow 
er, Capital Transit, Detroit 
Edison and Pacific Gas @ 
Electric. The first, whose 
common stock is more than 
50% owned by North Ameri 
can or its subsidiaries provides 
electric and gas service in an 
extensive territory within the 
states of Iowa, Illinois, Mis- 
souri and Kansas. Capital 
Transit, nearly 75% com 


trolled, carries on a transportation busi- 
ness in the District of Columbia and vi- 
cinity. Detroit Edison is a compact, con: 
servatively capitalized organization with 
more than half-a-million customers in 
Detroit area. 
holds 242,000 shares of Detroit Edison, 
or about 19% of the stock outstand: 
ing. Pacific Gas & Electric is one of 


North American 


the largest public utility systems in the 


country. 


It has nearly 800,000 elec 


tric customers and more than 500,000 
gas customers in the State of Califor 


gan; it has a population somewhat 


larger than the first, while the number 
North 
American’s third sphere centers in 
Cleveland, where the Cleveland Elec- 
tric Illuminating Co. serves the city of 
the same name and surrounding district 
with electricity. Finally, the fourth 
group of subsidaries serve Washington, 
D. C., with electricity, in addition to 


of customers is about the same. 


having transportation interests. 


nia. 


year. 


North American owns about a 
third of the outstanding common stock, 
or 18% of the voting control. 

It is to this, almost a billion dollar 
concern, 
Co. has grown since its formation in 
1890. Last year, the company’s con’ 
solidated operating revenues amounted 
to $101,386,964 an increase of about 
$1,000,000 over those of the previous 
On the other hand, operating 
expenses, etc., for 1934 were $2,243, 
905 more than in 1933. 


that the North American 


These com- 


parisons, however, do not convey 2 
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picture that is wholly accurate owing 
to the fact that the operations of Capi- 
tal Transit were consolidated for eleven 
months of 1933, while for 1934 the 
same company was considered within 
the “investment” group. On a strictly 
comparable basis, operating revenues 
were up about 5% for 1934, while 
expenses, taxes, etc., were approximate- 
ly 10% higher in 1934 than in 1933. 
This tendency for costs to outrun 
increases in revenue has been a very 
general one over the past year or two 
—and not only with public utilities. 
With the clear indication that there 
will be further rise in the cost of labor 
and materials and with taxes certain to 
go up sharply sooner or later, it may 
well be that North American will show 
smaller balances for its common stock 
despite improvement in output and 
gross revenues. Last year, for example, 
there was considerable “physical” im- 
provement in the company’s business; 
electric output was greater than in any 
year since 1930, a phase of the business 
from which the company derives near- 
ly 90% of its operating revenues. Yet, 
the financial residue available for the 
common stock was equivalent to only 
$1.04 a common share in 1934, com- 
pared with $1.19 a share for 1933 ona 
somewhat smaller number of shares. 


Capitalization of the System 


North American’s own capitalization 
consists of 8,602,991 shares of com- 
mon stock of no-par value and 606,678 
shares of 6% cumulative preferred 
stock of $50 par value. In ad- 
dition, it has a funded debt of 


always been a great deal more than 
water. If its equity today is leaner 
than in the recent past, it is partly 
because of the depression, but in great- 
er degree because of the fierce political 
fire to which all public utilities have 
been subjected. Local taxes have ad- 
vanced all along the line, to say noth- 
ing of the fact that in the fall of 1933 
the Federal Government insisted that 
its 3% tax be paid by the company in- 
stead of by the residential and com- 
mercial customers who had previously 
paid it. At the same time, the public 
utilities have been subjected to con- 
stant pressure for lower rates and have 
been obliged, owing to N R A and 
other cost-raising schemes, to pay more 
for their fuel, labor and materials. 

That there is still a good deal behind 
the common stock of North American 
can be attributed to the fact that there 
always has been, and that from 1923 
almost to the present time the com- 
pany paid no cash dividends, but 
ploughed the money back into the busi- 
ness. When this policy was first initi- 
ated in 1923, the stock had a consoli- 
dated asset value of less than $16 a 
share, while in 1934, when the stock- 
dividend-instead-of-cash payments were 
made all cash, the consolidated asset 
value was more than $25 a share. The 
present didivend in $1 a share annually 
in cash which, on the current price 
of $14 a share for the stock yields 
slightly more than 7%. 

Such a yield, of course, is high in 
these days when investment money is 
so glutting the market. It undoubtedly 





discounts, in part at least, the current 
uncertainty as to the existence of the 
holding company as such, and the clear- 
ly defined disposition of governmental 
bodies to go into the utility business in 
competition with existing organizations, 
while at the same time taxing the latter 
to death. Thus, it is perfectly impos- 
sible to make any attempt to appraise 
scientifically the investment or specu- 
lative value of any public utility se- 
curity. Electric and gas output might 
increase by leaps and bounds and all be 
nullified so far as profits were concerned 
by increased taxes and lower rates. In 
other words, economics may be far 
from an exact science, but when one 
finds economics as liberally diluted with 
politics as is the case with the public 
utilities at the present time, the only 
thing to do is to make day-to-day ap- 
praisals of the news. 


Holding Company Bill 


Although President Roosevelt at this 
writing has given no indication that he 
wishes anything but the most drastic 
action taken against public utility hold- 
ing companies, any bill calling for 
elimination of these companies by 1940 
or 1942 will certainly meet with oppo- 
sition in Congress. Both the Senate 
and the House are quite likely to modi- 
fy the original measure, the latter body 
being the most lenient. In the bill 
prepared by the Senate Interstate Com- 
merce Committee, the Securities & Ex- 
change Commission has been given the 
power to waive the 1942 “death 
sentence” if the company’s oper- 
ations are territorially integrated 





$22,426,000 in the form of 5% 
debentures which mature in 
1961. Generally assumed to 
rank ahead of all the holding 
company’s capital obligations, 
North American has subsidiary 
preferred stocks outstanding in 
the amount of $136,221,688, 
although it by no means follows 
necessarily that every subsidiary 
preferred is a stronger invest- 
ment than the holding company 
debenture, or even the holding 
company preferred and com- 
mon. Finally, in the North 
American consolidated balance 
sheet at the end of last year, 
there appeared items showing 
that the net subsidiary funded 
debt outstanding amounted to 
$284,160,750, while the minor- 
Ity interest in the capital and 
surplus of subsidiaries totalled 
some $15,000,000. 

Unlike a number of over- 
Pyramided public utility hold- 
ing companies, the common 





IN ADDITION TO SUBSIDIARIES SHOWN ABOVE 
NORTH AMERICAN HAS AN INTEREST IN 


FIELDS OF OPERATION 





r 

CLEVELAND ( 
t : 
\ A V/ oe 

\ } 


) : ar 5 















PACIFIC GAS & ELECTRIC CO 
NA LIGHT & POWEIRCO 

THE DETROIT EDISON CO. 
CAPITAL TRANSIT CO. 


and it appears to be in the pub- 
lic interest to have it continue 
to function as a holding com- 
pany. 

Even this, however, might 
not save the North American 
Co., for its operations are widely 
scattered; there is not the slight- 
est economic connection be- 
tween public utility operations 
in Cleveland and public utility 
operations in Washington, for 
example. It is unfortunate that 
North American, for many 
years among the soundest and 
sanest of holding companies, 
appears to be one of the most 
vulnerable to the current poli- 
tical attacks. 

It may not, perhaps, be real- 
ized how devastatingly disas- 
trous to North American’s com- 
mon stockholders forced dissolu- 
tion would be. It is not as if 
North American could simply 
distribute to its own stockhold- 
ers pro-rata their interest in the 

(Please turn to page 152) 








stock of North American has 
for MAY 25, 1935 
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Opportunities in Gold and Silver 
Mining Securities 


Consideration of the New Factors Bearing on These Stocks 


with Analyses of More Favorably Situated Companies 


HE Washington entrepreneurs 

have changed the cast in the 

world money drama. Gold, while 
still retaining an important role, is no 
longer the prima donna, and a com- 
paratively obscure understudy—silver 
has become the star performer. 

Thus, in any current discussion of 
the prospects for the leading producers 
of the money metals, silver comes in 
for the greater emphasis, largely be- 
cause of the extraordinary events in 
which the white metal has figured, 
rather than because of its commercial 
importance. Gold, on the other hand, 
has maintained its status quo for more 
than a year, and by contrast with silver 
seems almost to have been relegated to 
an unimportant background. This, 
however, is an illusion more apparent 
than real. 

In the preceding issue of THE MaGa- 
ZINE OF WALL STREET, the economic 
consequences and repercussions of the 
silver buying program upon which the 
United States has embarked were dis- 
cussed fully. In this present article, 
we are concerned with its effects upon 
the leading producers of silver and it 
is, therefore, necessary only to review 
briefly the events leading up to the 
present situation and endeavor to pro- 
ject some estimate of probable later 
developments. 

The Silver Purchase Act, passed by 
Congress last year, directed the Gov- 
ernment to accumulate silver until the 
monetary value of silver acquired 
equaled 25% of the total metallic stock 
of gold and silver, or until the price 
of silver reached $1.29 an _ ounce. 
Since the enactment of this legislation 
the President and Secretary of the 
Treasury have fulfilled their promise 
to pursue “enthusiastically” the silver 
purchase program. So much so in fact 
that the world price of silver, which 
had previously held for several months 
around 54 cents, began to rise in 
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March, the inevitable result of the 
depletion of supplies by U. S. buying, 
increasing speculative purchases and 
an embargo on silver exports by China. 
The world price of silver by April 10 
matched the price of 64.6 cents an 
ounce which the United States had 
been paying for newly mined silver 
of domestic origin since December, 
1933. 

The President then promptly ad- 
vanced the price of domestic silver to 
a trifle over 71 cents an ounce. Again 
on April 24, the President advanced 
the price which the U. S. Treasury 
would pay for newly-mined domestic 
silver to 77.57 cents an ounce, when 
the world price in a veritable frenzy of 
speculative buying continued to rise. 
For a brief interval, it appeared that 
silver was headed straight for the top 
price of $1.29, as open market prices 
advanced to 8114 cents. When the 
President failed to announce any fur- 
ther advance, the world price, under 
the weight of disappointed speculative 
selling receded to around 73 cents. 


We Must Acquire Silver 


What the next step in the silver 
buying schedule will be is somewhat 
obscure; but it seems safe to say that 
the program of acquisition will not be 
abandoned. The “silver bloc” is one 
of the most active in Congress. It is 
determined to secure higher levels of 
silver for its constituent producers and 
even entertains hopes of bringing about 
world-wide stabilization of currencies 
and revaluation on a bi-metallic basis 
through the pursuance of the U. S. 
program. In addition, there is the 
consideration that over a period (and 
there is no time limit set for carrying 
out the provisions of the Silver Act) 
this country cannot help but take sil- 
ver in foreign settlements. With a 
favorable trade balance and all manner 
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of difficulties attending payment in 
goods, we must take silver or gold, 
But continually absorbing gold is des 
tined to force the dollar up with respect 
to other currencies, with a consequent 
deflation of our prices. Hence it will 
be necessary to take silver. 

Once that goal of $1.29 an ounce 
is in sight it is not at all improbable 
that the Silverites will make a strong 
plea for a reduction in the silver con 
tent in the silver dollar—such as was 
done in the gold content of the gold 
dollar. When the gold content of the 
gold dollars was reduced from 25.8 
grains to 15 5/21 grains, unaccom: 
panied by a similar change in the silver 
dollar, the traditional ratio between 
the two metals was changed from 16 
to 1 to 27 to 1. In other words 27 
ounces of silver became the legal 
equivalent of one ounce of gold. 

Already silver advocates are enlist: 
ing support for the restoration of the 
old 16 to 1 ratio and have been suc’ 
cessful in obtaining a favorable report 
from the Senate Agricultural Commit: 
tee on a bill proposing mandatory 
Treasury purchases of at least 50 
000,000 ounces of silver monthly until 
the metal reaches one-fourth of the 
metallic money stocks in terms of 
value, or until its relation in purchas 
ing power shall be at the ratio of 16 
to 1 of gold. 

Should this piece of legislation be 
enacted, necessary silver purchases 
would be reduced but the Treasury 
would be compelled to pay $2.18 an 
ounce for substantial quantities of @ 
commodity which sold at 45 cents an 
ounce before the silver legislation was 
dumped into the lap of the Admin 
istration. 

There is no gainsaying the financial 
benefits which will accrue to leading 
silver producers as a result of the sharp 
rise in prices. To paraphrase, however, 
all is not silver that shines, for the 
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greater part of the silver mined in the 
United States is a by-product of such 
hase metals as lead, zinc and copper 
and the greatly increased production 
of these metals for the purpose of 
cashing in on high silver prices is 
likely to exceed consumption and cause 
a decline in these metals. Meanwhile, 
producers are restricting actual ship- 
ments of silver confident in their belief 
that prices inevitably will be higher. 

The matter of taxes also should not 
be lost sight of. Special taxes may be 
levied on silver producers in the United 
States, which would nullify some part 
of the advantage of higher prices. 
Mexico, the leading producer of silver, 
has already placed a graduated tax 
upon silver producers. If the price of 
silver reaches $1 an ounce, the Mexi- 
can tax would amount to 24 cents an 
ounce, while above $1 an ounce, the 
tax is increased by 75% of the in- 
creased price. The imposition of this 
tax will substantially restrict the pro- 
fits of Mexican silver producers. 

All things considered, and with the 
exception of American Smelting & Re- 
fining which for strength and diversity 
is in a class by itself, the companies 
whose producing properties are within 
the borders of the 
United States offer the 
more attractive possi- 
bilities for those destr- 
ous of participating in 
the larger profits ex- 
pected to accrue to sil- 
ver miners. 

The developments 
affecting gold offer a 
sharp contrast to the 
excitement in silver. 
The “official” price of 
gold has remained un- 
changed since the en- 
actment of the Gold 
Reserve Act, on Janu- 
ary 30, 1934. Under 
this Act the President 
is empowered to fur- 
ther advance the price 
of gold to $41.34 an 
ounce, but at the pres- 
ent time there is no in- 
dication that the Presi- 
dent will avail himself 
of this privilege and the present price 
is likely to be maintained for an in- 
definite period. 

Despite the record high price of 
gold, there has been no considerable 
increase in world production because 
in the case of proven properties, opera- 
tors have followed the policy of work- 
ing off low grade ores. In the current 
year, however, this policy will doubt- 
less be continued, but as low grade 
ores are exhausted there is likely to be 
‘ growing tendency to tap the more 
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prolific veins and a corresponding in- 
crease in the rate of recovery. More- 
over, production this year will be en- 
larged to some extent by production 
from newly developed properties. 

On May 31, next the Canadian tax 
on all Dominion gold producers pay- 
ing a dividend will expire. This tax 
amounted to 25% of the premium for 
gold over the former statutory price of 
$20.67 an ounce, or equivalent to $3.58 
an ounce. It remains to be seen, how- 
ever, whether the elimination of this 
tax will result in any appreciable gain 
in the earnings of Canadian gold pro- 
ducers. Previously exempt, they will 
now be subject to the normal income 
tax in Canada. On the whole, the 
probabilities are that Canadian produc- 
ers in 1935 will show earnings more 
or less on a par with last year. 

This conclusion is also applicable to 
domestic producers, with exceptions. to 
be made in both instances for those 
companies which may undertake any 
large scale treatment of high grade ores. 
This conclusion also presupposes that 
there will be no considerable rise in 
operating costs, an obstacle which would 
be difficult, if not impossible, for the 
average gold mining company to 





hurdle inasmuch as the price of 
their product is fixed by statutory 
limitations. 

In these circumstances the shares of 
leading gold producers derive their 
principal investment interest from the 
generous yield which the majority of 
them offer, being in the nature of 
compensation for depletion of capital 
assets which is present in all mining 
properties. Whatever additional specu- 
lative interest attaches to the gold 
stocks depends upon whether the Presi- 





dent again raises the price—to $41.34. 

Easily the most important of the 
domestic gold producers is the Home- 
stake Mining Co. The Homestake 
mine is the most prolific source of gold. 
in the United States. With ore re- 
serves estimated to be equivalent to a 
ten year’s supply and a highly liquid 
financial position, the company is well 
able to continue the payment of gen- 
erous dividends. Recent payments 
have been at the rate of $1 regular and 
$2 extra monthly. Last year, the com- 
pany’s earnings were the largest in its 
history, having been equal to $28.29 
a share, after depreciation and deple- 
tion, as compared with $19.94 in 1933. 
With only 251,160 shares outstanding, 
for which per-share earning power is 
exceptionally high, the company’s stock 
is subject to wide fluctuations in quoted 
value. 

Last year Alaska Juneau earned 
$1.28 a share on 1,500,000 shares of 
capital stock, after taxes and deprecta- 
tion, but before depletion. In the pre- 
vious year the company reported $1 a 
share on a slightly smaller number of 
shares. The results of the company’s 
operations thus far in the current year 
augur well for further moderate in- 
crease in earnings for 
1935. The company has 
been mining at deeper 
levels and _ obtaining 
higher grade ores. 
Profits for the first 
four months, without 
allowance for deprecia- 
tion and depletion to- 
talled $779,300, as 
against $803,750 in the 
same months last year. 
On the whole there 
seems to be little doubt 
that regular and extra 
dividends totalling $1.20 
annually will be con- 
tinued and the shares 
offer an attractive yield. 

Dome Mines is one 
of the more prominent 
Canadian gold produc- 
ers. Profits last year 
equal to $4.07 a share 
on the company’s capi- 


tal stock, compared 
with $3.83 and $2.09 in 1933 and 
1932 respectively. In the first quar- 


ter of this year, profits were slightly 
lower by comparison with last year, 
reflecting the Dominion gold bullion 
tax. Net profit in the first three 
months this year amounted to $1,070,- 
146, while last year first quarter pro- 
fits totaled $1,284,784. It has been 
officially stated that the company’s 
properties today are in as good, or 
better, condition than at any time dur- 
ing the past eighteen years and con- 


132 








tingent upon tax developments in 
Canada, dividends of $4 were prac- 
tically assured this year. The company 
pays regular dividends of $2 annually, 
and recently an extra of $2 was paid. 
With no immediate prospect of an ap- 
preciable gain in earnings, tne shares 
continue primarily attractive for their 
generous yield. 


Important Canadian Producers 


While the properties of Lake Shore 
Mines have accounted for important 
production only since 1925, they are 
rated as probably the most valuable in 
the Kirkland Lake region, Canada, and 
ore reserves are reliably considered to 
be one of the richest supplies of gold 
in the Dominion. The company does 
not publish interim reports and cur- 
rent earnings will not be available un- 
til some time after the close of the 
fiscal year on June 30, next. For the 
nine months to March 31, last, the 
gross recovery amounted to 345,000 
ounces of gold, against 361,000 ounces 
in the same months of the preceding 
year. Allowing for the Canadian bul- 
lion tax, and giving effect to the mod- 
erate decline in recovery, earnings for 
the full fiscal period should be some- 
what less than the $5.07 a share in 
the 1934 year. 


for the average gold stock. The shares 
may be endorsed for income, with 
price appreciation also a consideration. 

Recognizing the silver fireworks as 
being precisely that, with the lack of 
permanence which that term connotes, 
common sense dictates the selection of 
the more conservative mediums by 
those desirous of obtaining a specula- 
tive advantage from the situation. If 
later developments continue to favor 
silver, the largest financial rewards will 
be garnered by the more daring specu- 
lators willing and able to. acquire those 
silver stocks which, under normal con- 
ditions, would hardly be considered. 
The risks in this group, however, are 
almost too obvious to require emphasis. 

As already pointed out silver, for 
the most part, is a by-product obtained 
in the mining of base metals, such as 
copper, lead and zinc. For instance, 
American Smelting & Refining, not 
normally rated as an important pro- 
ducer of gold and silver, last year re- 
ported the best earnings since 1930, 
due in a substantial measure to the 
higher prices for the precious metals. 
The company earned $1.63 a share on 
its common shares, comparing with 77 
cents a share in 1933. The company 
has paid off all back dividends on its 
first preferred shares and arrearages on 





silver prospect—and not without logic 
—but their fundamental merit lies jp 
the opportunity which the company has 
to share generously in a further exten. 
sion of the general recovery trend. 


Large Interests in Mexico 


Although reputed the world’s larg 
est producer of silver and the second 
largest American producer of gold, 
U. S. Smelting, Refining & Mining als 
produces lead, zinc and coal in large 
quantities. Copper production is neg. 
ligible. At the present time some 75% 
of the company’s gross revenue is de 
rived from the production of gold and 
silver, but normally the output of other 
non-ferrous metals contribute a more 
substantial portion of earnings. The 
company was one of the few mining 
companies to operate profitably 
throughout the depression. Earning 
last year, equal to $8.35 a share on the 
common stock, were the largest in the 
company’s history and current results 
should compare favorably. Like Amer: 
ican Smelting, however, silver profits 
this year will be restricted by the im 
position of the Mexican tax but the 
company’s excellent financial position 
would permit the continuation of divi 
dends practically on a par with earn 

ings. 
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for the fiscal year 

ended March 31, last, has not been 
issued yet but with earnings of $3.50 
a share for the stock in the nine- 
months period to December 31, 1934, 
it appears virtually certain that the 
stock earned at least $4.50. Prospec- 
tive earnings for the current year 
should be moderately higher. Earnings, 
both current and prospective, would 
afford ample margin for the payment 
of a liberal extra, augmenting the regu- 
lar $2 dividend, and prevailing quota- 
tions for the shares would seem to 
anticipate such action, inasmuch as 
the present yield is lower than that 
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the second preferred stock have been 
reduced to $10.50 a share. The pros- 
pects are excellent that these will be 
discharged this year. It follows, there- 
fore, in view of the strong financial 
position that common stock dividends 
are a definite possibility in 1936, at 
least. It should be borne in mind, how- 
ever, that the imposition of the Mexi- 
can tax on silver will tend to restrict 
the benefits which might be expected 
to accrue to the company from any 
further advance in silver prices. The 
shares of Smelters have undoubtedly 
been purchased on the strength of the 
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the stock compared 
with $1.03 earned in the first* quarter 
of 1934, there has since occurred some 
recovery in base metal prices and te 
sults for the full year should not fall 
far short of the $3.57 earned on the 
stock for the 1934 year. Paying a $3 
dividend the shares of Howe Sound 
merit consideration for income. 
The effect of higher silver prices 
upon the earnings of Cerro de Past 


Copper, one of the lowest cost pro f 


ducers of copper in the world, ha 

been a further lowering of the cost o 

producing the base metal, with the 
(Please turn to page 153) 
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The Forecast: 





“There Will Be Profits in Oils” Made in the 


Issue of December 8, 1934, Is Slowly But Surely Coming True 


A Creeping Bull Market in Oils 


Rising Trend in Gasoline May Be Followed by 
Advances in Crude as Industry Betters Its Position 


OR the past several weeks oil 
k stocks have enjoyed increasing 

public favor and more recently 
this group has featured the market at 
advancing levels. In itself this would 
not be unusual at this time of the year 
for the industry is entering the period 
of heaviest consumption and this sea- 
sonal characteristic serves to focus pub- 
lic attention upon oil stocks. On this 
occasion, however, in addition to the 
seasonal factor, a more promising out- 
lcok for the oil industry is being sup- 
ported by a number of internal develop- 
ments which should improve appre- 
ciably the current earnings of represen- 
tative companies. 

The most important of these de- 
velopments has been the rise in gaso- 
line prices. For nearly two months 
there has a been a steady advance in 
the wholesale price of gasoline, the 
present wholesale price of 434 cents 
comparing with 334 cents a year ago. 
As a result gasoline prices have been 
practically restored to the level pre- 
vailing prior to the outbreak of the de- 
structive price war last autumn. While 
the rise in gasoline prices at this 
time conforms with the nor- 
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rate, resulting in some reduction in 
the stocks of both crude and refined 
petroleum. As this is being written 
gasoline supplies are about 1,000,000 
barrels less than a year ago. 

Not only have the major companies 
absorbed practically all of the bootleg 
gasoline which threatened to seriously 
disrupt the Gulf market six months 
ago, but they have continued to pur- 
chase such distress gasoline as has ap- 
peared in the market. Well informed 
interests in the industry have estimated 
that the present stocks of gasoline in 
the hands of leading distributors are, 
for the most part, the lowest in many 
years—and at a time when demand 
promises to achieve a new record. In 
fact it is believed that there is a dis- 
tinct possibility that a shortage may 
develop during the summer months, 
unless present refining allocations are 
raised. 

This improvement in the gasoline 
price structure promises to raise the 
refining and marketing divisions of the 
industry to a par with the producing 
division, in so far as profitable opera- 
tions are concerned. Since September, 


1933, when the price of crude oil, 
under the code, was established at $1 a 
barrel, those companies engaging ex- 
clusively in the production of crude oil 
have been at a distinct advantage. 
Most of the leading units in the indus- 
try, however, are completely inte- 
grated, with activities embracing every 
major phase from production to the op- 
eration of company-owned service sta- 
tions, with the result that the benefits 
from higher crude prices have been 
partially nullified, at least, by low gas- 
cline prices and frequent price wars 
among major distributors. 
Unfortunately the attempts to sta- 
bilize and control the price of crude 
oil were not extended to include other 
petroleum products, with the result 
that the normal price relationship be- 
tween crude and gasoline was distorted 
to the detriment of the latter. Inde- 
pendent refiners and distributors have 
frequently contended that even at the 
lower prices for gasoline, they would 
have been able to make a profit had it 
not been for the stabilization of crude 
oil prices. It now appears that this 
situation is undergoing the necessary 
correction without, however, 
any weakening in the price 





mal seasonal experience of 
the industry, it is to be 
doubted that any increase 


would have been possible un- 
der the conditions which pre- 
vailed in the industry last fall. 

The combined efforts of 
state and Federal regulatory 
commissions to dam the flood 
of “hot oil”—oil illegally pro- 
duced in excess of proration 
allowables—have succeeded in 
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restricting this illegal output ‘Ag 
to an amount considerably less 
than that prevailing through- 105}—— 


out most of 1934. Further, 
current consumption of gaso- 1,00 
line has gained materially and 
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structure of crude and the im- 
provement in earnings gen- 
erally, particularly in the sec- 
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ond and third quarters : this 
year, should be more uniform. 

There still remains, how- 
ever, one factor in the refin- 
ing and marketing divisions 
of the petroleum industry 
which must be remedied be- 
fore a more hopeful prospect 
for these divisions can give 
away to one of real confi- 
That is the great ex- 
cess of distributing outlets. 
Reports show that from 1930 
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among dealers, 

which in this instance would have 
-rought about a desirable dimunition 
in their ranks. 

Thus, while recognizing the con- 
structive aspects of the current ten- 
dency of gasoline prices to approach 
a more normal and profitable rela- 
tionship to the price of crude oil, a 
destructive price war among market- 
ers and dealers would eliminate much 
of the benefit which might be ex- 
pected to accrue to the industry. In 
the face of this condition, therefore, 
the greatly improved statistical posi- 
tion of crude oil acquires added signifi- 
cance, as a compensating factor. 

According to reliable sources, there 
is at the present time no serious over- 
production of crude oil in the United 
States, partly because of the successful 
functioning of legal restraints and part- 
ly because of the passing of the peak of 
production in the prolific East Texas 
field. Increased consumption likewise 
has been a helpful factor. Domestic 
consumption of crude oil gained 5% 
last year over 1933 and in the first 
three months this year consumption 
was 295,000 barrels more than in the 
same months of 1934. Doubtless, further 
gains will be made as the year progresses. 
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These combined developments have 
not only found reflection in high- 
er prices for gasoline, but in kero- 
sene and fuel oil as well. There has 
been a stronger tone in kerosene 
prices and fuel oil prices have been 
holding steady around the high levels 
of last winter. Fuel and gas oil 
stocks are some 7,000,000 barrels 
lower at this time than a year ago, 
and are at the lowest level in more 
than ten years. In California, where 
the bulk of fuel and gas oil is held in 
storage, inventories have been  re- 
duced about 40% in the past eighteen 
months. 


Crude Prices May Advance 


With the improvement in the gen- 
eral oil situation, there has been a 
natural increase in drilling operations, 
particularly in Kansas and Okla- 
homa. To date, however, there have 
been no new fields of importance un- 
covered and the industry continues 
to draw upon its crude oil reserves to 
greater extent than reserves are aug- 
mented by new discoveries. 

Efforts to curb the production of 
“hot oil” continue with increasing 


elapsed, even 
though the present price of $1 a bar 
rel is below the cost of production in 
some fields. 

The present price of gasoline would 
permit refiners and marketers to show 
a moderate profit which, however, 
would be largely eliminated and these 
divisions of the industry would again 
be disorganized should they be re 
quired to pay higher prices for crude. 
The gasoline market might stand a 
further moderate increase in prices but 
it is questionable how far refiners and 
marketers would care to go in the di- 
rection of an appreciable advance, with 
the attendant risk of losing consump: 
tion volume. Experience has shown 
that low gasoline prices encourage con- 
sumption and to add materially to the 
cost of a commodity already artificial- 
ly priced by a heavy tax burden, seems 
almost certain to restrict consumption 
on the part of many motorists whose 
incomes are still at a depression level. 
Against a rise in crude prices, it may 
be further argued that drilling activ’ 
ties would be greatly encouraged and 
proration schedules more difficult to 
enforce. 

In the circumstances, gasoline prices 

(Please turn to page 151) 
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Vegetable Oils 


An excellent recovery from the 
depths of depression has been made by 
Spencer Kellogg & Sons, Inc. In the 
fscal year ended August 31, 1932, the 
company suffered a net loss; in the 
following year it made nearly half-a- 
million dollars; while in the fiscal year 
ended last August the net profit of 
$1,504,742 was equivalent to $3.01 a 
share on the outstanding capital stock. 
Spencer Kellogg, as an important re- 
fner, dealer in, and distributor of, 
al kinds of vegetable oils has been 
greatly benefited by the price rise that 
has taken place in these commodities. 
In the present inflationary setting a 
sharp reversal of this price trend is 
hardly likely. Thus, with net profit 
before federal taxes for the twenty- 
four weeks to February 16, 1935, 
ahead of the corresponding period of 
the previous year, it will be surprising 
if the full year ending next August is 
not better than last. The stock is on 
the New York Stock Exchange, pays 
$1.60 annually, and is quoted about 
$35 a share. 


*k 
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Two Beneficiaries of Building 


With a dividend record that goes 
back without a break to 1889, The 
Ruberoid Co. has had plenty of de- 
pression experience and seems to take 
bad times in its stride. The year 1932 
was the only one of the last depression 
in which the company lost money; 
even this was made up quickly in the 
ollowing two years, the profit for 
1934 being equivalent to $3.14 a share 
of common stock. Ruberoid is a rela- 
tively small but more than usually 
successful manufacturer of roofing and 
insulating materials, felts, sheathing 
papers, plastics, etc. Dependent to a 
large extent on the building trades, 
the company undoubtedly has been a 

neficiary of the remarkable upturn 
that has recently taken place in resi- 
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For Profit 
and Income 


dential construction and it should do 
still better in the near future. The 
stock is to be found on the New York 
Curb Exchange where, at $55 a share, 
the current return on the $1 dividend 
is not large, but it probably will be 
increased before very long. 

Reynolds Metals is a company that 
has greatly broadened its operations in 
recent years. For a long time it confined 
its activities to the manufacture of 
metal foil which was consumed by the 
tobacco, confectionery and other in- 
dustries. Recently, however, it has 
swung sharply to temperature control 
apparatus, metal lath, insulating ma- 
terial, etc. The large scale efforts to 
find a greater market in the building 
industry seem to have been made at 
a good time, for construction gives 
clear indication of being on the upward 
grade. Of course, it costs money to 
carry on such expansion but last month 
the company successfully marketed 
$5,000,000 in 5Y%4% preferred stock, 
so that there is no longer the financial 
problem. The stock sells on the New 
York Stock Exchange around $23 a 
share; the dividend is $1 a share an- 
nually. 


Contradictory Action 


It cannot have been because the 
company was making a phenomenal 
amount of money that the common 
stock of the International Nickel Co. 
soared to a new high price recently, 
for the company reported for the first 
guarter earnings actually somewhat 
below those shown ‘for the correspond- 
ing period of last year. In the first 
three months of 1934 the company 
earned a net profit of $4,917,627 after 
interest, taxes, depreciation, depletion, 
etc., and this, after dividends on the 
preferred stock, was equivalent to 30 
cents a common share, or 1 cent less 
than in the March quarter of 1933. 
However, the balance sheet at the 
close of the more recent period dis- 

















closed that cash had increased more 
than $3,000,000, while funded debt 
had been reduced nearly the same 
amount. Although International Nickel 
is a sound, well-managed company 
whose business seems to be in a secular 
uptrend, the immediate cause of the 
stock’s vigorous market behavior was 
probably inflationary sentiment and the 
fact that in its nickel operations con- 
siderable quantities of precious metal 
are recovered, including silver. Also 
recovered with nickel are large quan- 
tities of copper and the world price 
of this has been advancing. 


* * * 
Still Paying 


Although this publication has long 
contended that American Telephone & 
Telegraph’s $9-dividend was a great 
deal safer than most people thought, 
it comes as a gratifying surprise to 
some every time the regular $2.25 
quarterly is announced. It must be 
admitted, however, that the usual de- 
claration which came on May 15, last, 
was the more justified because of the 
improvement that has taken place in 
the company’s business. For the four 
months ended April 30, the Bell Sys- 
tem reported a net gain of 161,000 
stations, compared with a net gain of 
157,000 in the corresponding period of 
last year. For the full year 1934, the 
company gained nearly 300,000 sta- 
tions. 


No Longer to Be Sphinx-like 


For many years now the Allied 
Chemical & Dye Corp. has pursued a 
policy of telling the stockholder very 
little about the company’s affairs. It 
published a statement but once a year 
and even then the statement was so 
consolidated one was little the wiser. 
Not long ago there was a fierce three- 
cornered fight between the New York 
Stock Exchange which wanted Allied 
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to publish certain information in a 
certain way, the management of the 
company headed by Orlando F. Weber 
who didn’t want to do anything of 
the kind, and an important group of 
stockholders who plunged into the 
battle on the side of the Exchange. 
The outcome was not wholly decisive, 
although the Stock Exchange and its 
allies may be said to have had the 
better of it. Now, how- 


curse of reckless over-production largely 
removed. 


* * * 


Lower Profit Margins in Food 


By and large the food industry did 
very well during the depression; chain 
grocery stores earned money and paid 
dividends when many companies in 


a year or two ago. During the depres 
sion it appears that there was a sub 
normal demand for almost everything. 
eventually, as soon as the public come; 
into possession of the money with 
which to fulfill its potential require. 
ments, there is a rush to buy. It ha; 
been seen in the automobile industry, 
in the farm equipment industry, and 
currently there are the first signs of it 

in residential construction, 





In the case of the agricul 





ever, Mr. Weber, who so 
hated publicity for both 
himself and his company, 
has resigned. At the same 


g Approx. Probable Action 
time as the announcement Company ate (on the common) 
of Mr. Weber’s resignation, American Safety Razor......... May 28 Regular $1. 

American Snuff............... June 5& No change; 75 cents. 


it was said that Allied 
would seek permanent re- 


gistration on the New York Evans Products............... June 5 No change; 25 cents. 
Stock Exchange and that First National Stores........... May 27 Regular 6244 cents. 
Hazel Atlas Glass............. May 28 Nochange. Regular $1. 
H. s eygrey the eet mast W)............:-. May 29. Regular $1.25. | 
presi ent, na een electe Hercules Powder.............. May 29 Same as last; 75 cents. 
chairman. So, the world Industrial Rayon.............. May 27 Regular 42 cents. 
will shortly know a great Internetional Business Mach.... May 28 More than regular $1.50. 
° RR eich tance <n er esse June 5 No change; 50 cents. 
= cal & about . Allied BER THES 0. 6 ccc ce cwccsvcecs June 4 Regular 25 cents. 
~nhemica Dye, its busi- J. C. Penney.................. May 28 Should continue 50 cents. 


ness, its investments, and 
its bookkeeping practice, 








eee 
Commercial Credit............ 


Reynolds _Tobacco............. 


Coming Dividend Meetings 


Regular 75 cents. 


Regular 75 cents. 


Same as last; 50 cents. 


tural equipments, higher 
prices for farm products 
government bounties and 
drought relief have been 
the factors responsible for 
placing the necessary 
funds in the hands of farm 
ers. For the balance of this 
| year, at least, the outlook 
is bright. During the mid 
summer slack season, buy: 
ing of farm equipment may 
i] reasonably be expected to 
| fall off, but manufacturers 
| undoubtedly will continue 
|} @ high rate of operations in 
|] order to build up stocks for 











the fall. The strength of 





than would have been 
dreamed possible a year or 
two ago; it will be interesting reading. 


* OO 
An Oil Giant Reports 


The annual report tor last year 
which has just been made public by 
Standard Oil Co. (New Jersey) serves 
to call attention to the improvement 
that has been taking place in the oil 
industry. Gross income was more than 
a billion dollars, net income after all 
charges was more than forty-five mil- 
lion, or $1.75 a share on each of the 
25,856,081 shares of common stock 
outstanding. .The company, however, 
points out that there was some change 
in accounting practice and, had the 
1934 report been made up as was that 
of 1933, net income would have been 
about $8,000,000 less than actually 
shown. For 1933, the company re- 
ported net income the equivalent of 97 
cents a common share. The balance 
sheet at the end of last year disclosed 
current assets of $609,000,000 of which 
$113,000,000 was cash, while current 
liabilities were $202,000,000. 

In their remarks to stockholders, off- 
cials of the company pointed out that 
business had been further adversely 
affected by the continued extreme na- 
tionalism and the widespread restric- 
tions upon international trade that 
have resulted. 

So far as the United States itself is 
concerned, currently the outlook for 
the oil industry appears to be the best 
in some time. Prices of both crude 


oil and gasoline have firmed and the 
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other lines hovered on the verge of 
bankruptcy; the earnings of packaged 
foods were bolstered by a widening 
margin of profit which largely offset 
the decline in volume. Now, however, 
at a time when many manufacturers 
are earning more money than in years 
the food companies are finding it hard 
te do as well even as they did in the 
depths of depression. It seems that 
the public resistance to higher prices 
and the higher costs of labor and ma- 
terials are squeezing profit margins un- 
til they are becoming unpleasantly 
narrow. In an attempt to offset this, 
companies are striving harder than 
ever for volume and this in turn is 
making for still narrower profit mar- 
gins. Although it is an exaggeration 
to say that the food industry is enjoy- 
ing a “profitless prosperity,” conditions 
certainly have taken a turn in this 
direction. Of course, the Government’s 
work-relief plans are being counted 
upon for a good deal when they get 
going, but even so, it is suggested that 
investors and prospective investors in 
all divisions of the food industry con- 
tinue to watch profit margins very 
closely. 


ok * * 
Farm Equipment Outlook Good 


Because of the unexpectedly early 
and heavy demand for farm equipment 
this spring, manufacturers, work as 
hard as they could, had a difficult time 
supplying orders. This is certainly a 
changed picture from that prevailing 


the farm equipments mar: 
ketwise seems justified by the outlook 


Armour to Refund 


Although suspected for some time, 
the special stockholders’ meeting called 
by Armour & Co. for June 10 is the 
first concrete evidence that the com 
pany proposed to refund its debt. The 
meeting is for the purpose of amending 
the mortgage indenture and the bonds 
which it is proposed to call are some 
$43,000,000 in Armour of Delaware 
5Ys and $7,000,000 in Morris & Co. 
4's. The former are callable at 105 
and the latter at 103. Nothing definite 
has been decided as to the details of the 
new bonds which will replace those to 
be called, but, provided there is no 
radical change in the bond market, the 
company ought to be able to market 
successfully a 4% issue. If this were 
done it would mean an annual saving 
in interest charges of some $650,000 
annually. This is well worthwhile and 
will redound to the benefit of preferred 
and common stockholders. It has been 
denied by the company that any re 
funding operations were contemplated 
in connection with Armour of Illinois 
$38,000,000 of 4's. 


*k 
Amusement Profits 


It seems that there is still money t 
be made in the motion picture busines 
if one succeeds in producing really at 

(Please turn to page 156) 
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Taking the Pulse of Business 


— Steel Operations Sag 


ITH conflicting 
trends evident in 
various important 

industries our Business Ac- 
tivity index has been mark- 
ing time for more than a 
month since the sharp drop 
in mid-April which was 
caused by abrupt curtailment at the soft coal mines 
and among cotton textile mills. Steel operations have 
sagged gradually since the last week in January. Automo- 
bile assembling apparently reached its seasonal peak during 
the closing week of April, the same date as last year, and 
it is doubtful if settlement of the General Motors strike 
will restore activity to the April level; since Ford has al- 
ready gone on a five-day week and other makes are experi- 
encing a premonitory slackening in dealer sales to the 
public. Lumber shipments, on the other hand, are still 
rising at a greater than seasonal rate in response to the 
gratifying gain in demand for home building and renovat- 
ing. Electric power output, after due seasonal allowances, 
has stabilized following its rather severe decline. Carload- 
ings continue, of course, to fluctuate with changes in the 
volume of automobile, coal and steel shipments. 

At present writing the physical volume of production, 
distribution and trade, taking the country as a whole, is 
running slightly ahead of last year and the comparison 
should become progressively more favorable as the weeks 
go on; though a recession of something more than seasonal 
proportions may be witnessed as the second quarter draws 
to a close, especially in view of uncertainties as to the fate 
of NRA after June 16. 


— Copper Demand Rising 

— Oil Outlook Improved 

— Active Refunding Operations 
— Rail Position Helped 


Judging from the recently 
released New York State re- 
port, which showed a 6.6% 
gain in April factory pay- 
rolls over a year ago, public 
purchasing power is still ex- 
panding slowly; though de- 
partment store sales for that 
month, while disclosing a 12% rise in dollar totals, were 
actually only on a par with last year after compensating for 
the lateness of Easter this year. Chain store sales in April, 
however, gained about 17% over last year, while rural 
sales were up 37%. 

Regardless, however, of what the remainder of the sec- 
ond quarter may hold in store for business, a creeping 
advance in our Common Stock Index during the past two 
months offers evidence of growing hopefulness for the 
third quarter, which appears to rest upon the accumula- 
tively stimulating effect of prolonged ease in the Cost of 
Business Credit, and expectations of benefits to be derived 
from the Government’s huge expenditures under the work 
relief program. It is quite possible that revival of the capi- 
tal goods industries under pressure of accumulating obso- 
lescence and cheap money may develop into a more potent 
business stimulant than Government expenditures, which 
may not reach their peak until the Presidential election year, 
1936, despite Mr. Roosevelt's announced belief that the 
peak would come next November. In fact, beginnings of 
a business recovery under private initiative are already to 
be detected in reports for April, which disclose an increase 
over last year of 170% in the flotation of new securities, 
albeit mostly of a refunding character, and a gain of nearly 
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100% in the dollar total of residential contracts signed in 
37 states east of the Rockies. 

While the foregoing comparisons are admittedly with a 
very low level last year, and so actually do not as yet lump 
very large, they nevertheless suggest that the country may 
be entering upon an era of rising business activity to be 
financed by the huge accumulation of potential bank credit. 
The situation holds promise of inflation, in one guise or 
another, which might not be checked for long even by the 
threatened devaluation of gold bloc currencies. The pros- 
pect has not yet lifted our index of Raw Material Prices; 
but it is perhaps significant that the Bond Averages have 
sagged to about last year’s level. 


The Trend of Major Industries 


STEEL—The steel ingot rate continues to sag and, at 
present writing, stands at 42.2% of capacity, compared with 
the year’s peak of 52.6% reached during the closing week 
of January. Settlement of the strike at Chevrolet plants is 
not likely to benefit steel mills greatly in the near future; 
since the automobile industry is engaged in reducing inven- 
tories of raw material in preparation for greatly reduced 
summer schedules. On the other hand, users of tin plate 
are stepping up operations rapidly in response to a strong 
demand for tin containers and some mills are commencing 
to roll rails in preparation for June delivery; so that no 
abrupt drop in steel ingot output is looked for until well 
on into June. Present indications thus point to the proba- 
bility that, taking the industry as a whole, second quarter 
earnings may be a little better than last year. 


METALS—With Treasury purchases abroad reduced 
for the time being to a minimum, the open market price of 
silver since our last issue reacted further to around 71 cents, 
or about 10 cents under the high point of the year. Sub- 
sequently there has been a rally of a few cents; but the 
Government still remains silent as to its future actions. 
World wide curtailment of production which went into 
effect on May 1, coupled with a brisk European demand 
for armament purposes, has lifted the foreign price of cop- 
per to around 814 cents. Sales of Blue Eagle copper in 
April were only about 6,600,000 pounds below the code’s 








by the revived Federal Tender Board, gasoline prices are 
rising throughout the territory east of the Rockies at a 
time when the industry is entering upon its most active 
season. The large fleet of new cars placed in operation 
since the first of the year will swell the demand for gas; 
so that second quarter profits, especially for refiners and 
distributers, are expected to compare very favorably with 
last year’s good showing. 


BANKING — Diminishing returns on investments in 
bonds, reduced interest rates on a lower volume of loans on 
securities, and fewer corporate trusteeship appointments 
resulting from the slump in flotation of new securities as 
compared with boom days, have all conspired to impair 
earnings of the country’s commercial banks. In looking 
around for other sources of income some of the larger 
banks are turning to direct longer term loans to corpora- 
tions who are retiring their high coupon rate bonds, and 
are even considering financing installment purchases hither- 
to monopolized by finance companies. 


INSURANCE—The present era of low yields is also 
making it difficult for life insurance companies to invest 
their huge funds profitably. Furthermore, the Frazier 
Lemke amendment to the National Bankruptcy Act, to- 
gether with state moratoriums on farm loans, have practic: 
ally closed the formerly profitable field of farm mortgages. 
Foreclosures of such mortgages, however, have left the in- 
surance companies in possession of considerable farm 
property which is likely to yield a good profit over the next 
few years as a consequence of the rise in rural land values 
which is now getting under way. 


RAILROADS—Invalidation by the Supreme Court of 
the railroad pension law will save the carriers almost 
enough to counterbalance the 5% wage increase which 
went into effect April 1. 


Conclusion 


While our Business Activity index reached its spring 
peak five weeks earlier this year than in 1934, the sharp 
drop in mid-April occasioned by curtailment in coal and 

in cotton cloth produc: 
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1935 


1934 Indexes 1935 Indexes 
= Number 
High Low Close of Issues (1925 Close—100) High Low May 4 May 11 May 18 
.2 45.0 54.6 288 COMBINED AVERAGE... 56.4 0 49.8 51.7 52.3 
-7 44.2 87.0 5 Agricultural Implements.... 88.1 66.7 76.5 77.0 174.8 
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.5 134.3 167.2 eS ee 169.9 .6 161.2 166.0 168.0 
-2 22.1 28.8 3G. =‘Conpiruction.............5..5. 31.4 .6 26.9 28.7 29. 
-1 40.1 43.8 Pe Ms cheikh deue a a0'eee 55.1 7. 49.7 62.9 55.1h 
.0 25.7 32.0 2 Dairy Products............ 33.1 6 29.8 30.7 30.4 
8 16.4 21.2 8 Department Stores........ 22.7 .0 16.2 16.5 16.7 
.2 56.0 73.1 7 Drugs & Toilet Articles..... 73.1 .1 61.2 63.4 60.9 
-3 59.1 78.7 3 Electric Apparatus......... 93.2 1 88.1 91.9 93.2h 
.2 103.8 211.2 2 Finance Companies........ 240.0 .2 231.5 240.0H = 
64.0 51.1 58.3 7 Food Brands.... «) eae 8 62.5 64.1 3.7 
71.1 55.1 55.7 4 Food Stores.............. 56.4 6 49.4 47.3 49.9 
58.8 36.2 45.4 3 Furniture & Floor Coverings 45.4 1 637.4 40.1 39.9 
1372.0 1106.0 1164.9 Bi Tae ois hon e030 1209.7 .4 1188.2 1204.5 1209.7h 
35.6 25.1 35.6 5 Household Equipment..... 38.1 3 $7.0 37.3 36.9 
.8 19.3 20.8 4 Investment Trusts......... 22.2 .0 20.4 22.1 22.2h 
.5 164.0 247.0 3 Liquor (1932 Cl.—100)..... 273.9 .0 237.1 242.6 235.2 
4 34.2 44.2 De so ea caeic es sae 44.7 0 41.1 41.7 41.3 
-6 51.9 62.0 3 Meat Packing............. 62.2 56 36.3 36.2 41.9 
-1 117.4 127.8 11 Metal Mining & Smelting.. 143.9 .4 139.5 141.5 143.9h 
.8 52.0 658.2 eee 70.4 .8 63.4 68.0 70.4h 
.0 15.2 21.0 3 Phonos. & Radio — -100) 21.0 .9 18.0 17.8 18.3 
-8 32.1 34.8 18 Public Utilities...... 37.1 .0 33.6 387.1h 35.2 
-2 34.9 43.9 8 Railroad Equipment....... 43.9 3 81.1 32.4 33.8 
.0 24.5 25.8 ae ee ere 26.7 <8 16:9 16:9 19:8 
3 68 68 a a ere 8.9 2 6.3 8.1 7.3 
-2 28.9 41.6 RS oS Ea 43.4 56 34.0 33.9 35.5 
.0 42.0 54.4 EO: “BreON ie BOO... esis cceses 57.4 6 44.4 45.7 46.2 
38 20.4 22.2 ee Peg so Sik oc csare verses 28.5 1 625.5 28.0 2%8.5h 
.0 131.5 143.2 Be Eire a Ge sa si eieie 8 0's 143.2 .56 122.5x 135.8 138.6 
38 40.2 45.2 3 Telephone & Telegraph. . 45.5 2 389.6 42.1 44.9 
-8 37.5 47.8 By NN eG ok scie dds 50.4 .7 39.6 40.4 42.5 
se 3.6 9:0 5 Tires & Rubber........... 9.3 6.0 6.0x 6.3 7.2 
-6 66.5 84.7 ERO oiveiaas oss ance scivecciess 87.6 77.2 86.2 97.3 85.5 
-5 43.5 65.0 BP siccvcm vsiv ceseen es 66.8 51.0 63.7 58.9 57.4 
5 43.6 258.2 3 Variety Stores. . 258.2 219.7 237.0 243.3 246.7 
—New HIGH this year. x—New LOW this 5 year. H—New HIGH record since 1931. 
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compensated for stock dividends, splitups, 
of the volume of transactions in all Common Stocks 
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Answers to Inquiries 





The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 


you. 


wwe 


envelope. 


It is subject only to the following conditions: 
Give all necessary facts, but be brief. 

Confine your requests to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressed 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








AMERICAN SUGAR REFINING 
Co. 


I have 100 shares of American Sugar 
Refining bought last year at 70. I thought 
this stock would make a better showing 
with advancing commodity prices. Was 
my judgment erroneous? Would you 
recommend holding or selling?—E. F. W., 
Columbus, Ohio. 


Engaged principally in the refining 
of imported Cuban raw sugar, Ameri- 
can Sugar Refining Co. continues to 
meet severe competition in the domestic 
market from “off-shore whites”. Never- 
theless, the Jones-Costigan Act quite 
definitely limits the supply of raw sugar 
entering the domestic market and, at 
the same time, restricts the importa- 
tion of sugar refined in our insular pos- 
sessions and Cuba. With sugar con- 
sumption apparently on the up grade, 
a better price situation is believed in 
prospect in view of the restrictive mea- 
sures now in force. Such an improve- 
ment in prices for the refined product 
would doubtless enable American Sugar 
to offset the higher costs imposed by 
the N R A and A A A which played 
such an important part in its showing 
for last year. As you may know, the 
report of the company for 1934 re- 
vealed net income of $4,752,353 equi- 
valent after 7% preferred dividends, 
to $3.56 a share on the common stock. 
This compared with $4,801,574 or 
$3.67 a common share for the preced- 
ing year. The outlook for the com- 
pany’s Cuban producing properties is 
more favorable than has been the case 


for some time past and given a slight 
improvement in world market prices, 
substantial profits will doubtless ac- 
crue from these interests. On Janu- 
ary 1, the company completed the re- 
tirement of its original $30,000,000 
funded debt and there is now only 
450,000 shares of non-callable $7 pre- 
ferred stock ahead of the 450,000 shares 
of common. Nevertheless, a high de- 
gree of liquidity has been maintained; 
as at December 31, last, current assets 
of $33,769,369, including cash alone 
of $10,181,769 compared with current 
liabilities of only $8,031,717. While 
the common stock appears liberally 
priced in relation to last year’s earn- 
ings, future possibilities are by no 
means discounted and retention of your 
holdings is believed the logical course to 
follow at this time. 


NATIONAL CASH REGISTER 
Co. 


I was disappointed that National Cash 
Register did not share more fully in the 
recent market improvement. I would, 
therefore, appreciate your views on the 
desirability of holding 100 shares averag- 
ing 22%.—T. D. G., Mt. Vernon, N. Y. 

Failure of National Cash Register to 
participate more fully in the recent 
market improvement to which you re- 
fer may doubtless be attributed in part, 
at least, to the fact that the company 
does approximately one-half of its total 
business abroad, where political and 


exchange restrictions continue as un 
favorable factors. Last year, the Ger: 
man situation prevented the company 
from realizing on its investment in that 
country and the discount rate on 
blocked marks resulted in a_ special 
charge of $333,251 against earnings 
in the final quarter. The company’s 
investment in German properties has 
now been segregated and earnings from 
this source are not currently included 
in earnings of the parent organization. 
For the initial quarter of the current 
year, National Cash Register reported 
a net profit of $196,775, equivalent to 
12 cents a share on its capital stock 
against $280,817, or 17 cents a share 
for the March quarter of 1934. That 
the management feels confident in the 
outlook for its foreign business is at 
tested by the recently organized wholly 
owned subsidiary in Japan. As of 
March 31, 1935, financial condition 
was strong, with current assets of $19, 
627,392 contrasting with current liabilt 
ties of but $2,900,651. While repeal 
of prohibition in the United States re 
sulted in a considerable spurt in the 
demand for cash registers, this naturally 
has tended to recede. Considering the 
demonstrated ability of the company to 
satisfactorily meet increasing competi’ 
tion and higher labor and material 
costs, however, there would seem to be 
little question but earnings will support 
higher quotations for its stock as domes’ 
tic trade increases and foreign exchange 
restrictions are lifted. Since you have 
(Please turn to page 149) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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(UR market analysts are 
now selecting those 
stocks which should _ be 
among the new leaders of 
the advance. You should 
hold these issues for mate- 
rial profits through infla- 
tion and the $4,880,000,000 
works relief program. 


Considerably Higher 
Prices Anticipated 


The market has definitely 
penetrated its resistance 
area of the past year or 
more. There is every indi- 
cation we are now in the 
preliminary stages of a sus- 
tained period of increasing 


activity and interest during which exceptional 
and frequent profit opportunities will develop 
Expert market counsel is 
vitally essential if you are to profit to the full- 
est possible extent in the further recovery. 
Subscribers to THE INVESTMENT 
NESS FORECAST of The Magazine of Wall 
Street are never in doubt as to their market 
They receive definite and timely ad- 


position. 


Selecting New Market Leaders 
Offering Large Near-term Profits 








60 Points Profit to Date 
This Year 


Our record to date this year shows 78 
points profit with only 18 points loss— 
a balance of 60 points profit. During 
the coming months we are confident that 
much greater profits will be made avail- 
able through our definite advices. 


Several securities offering quick and sub- 
stantial profits have just been selected. 
To participate in them and our new 
recommendations, we suggest that you 
mail the coupon below with your check 
and telegraph us ‘‘Remittance and sub- 
ecription in mail, Wi8e 66 ci bic ice ocd ou 
advices.’’ 


Complete Service for 


Six Months Only $75 








AND BUSI- 


America and Europe. 
have market advisory counsel that is up-to-the- 
minute and that will permit them to operate 
profitably despite the handicap of distance 
from the financial centers. 
service of THE INVESTMENT 
FORECAST satisfactory is a tribute to its accurate 
prediction of market trends and its careful 
selection of desirable securities. 


vice on what and when to 
buy and when to sell. Our 
recommendations are con- 
centrated in a fixed number 
of sound securities kept un- 
der our constant supervi- 
sion. 


A Service Tested 
By Long Experience 


For over sixteen years the 
FORECAST has been guiding 
investors and _ traders 
through all types of mar- 
kets with an outstanding 
record of profit. Its sub- 
scribers are located not only 
in the United States but in 
Canada, Mexico, South 
These investors must 


That they find the 
AND BUSINESS 


The INVESTMENT and BUS INESS FORECAST 


90 BROAD STREET 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
telegrams I select I will receive the complete service outlined by mail. 


Send me collect telegrams on all recommendations checked below. 


had time to reach you.) 


C] TRADING 


ADVICES to act in 10 shares of all recommendations on over 50% margin. 

J Speculative investments in sound low-priced issues that offer outstanding possibilities for 

[] UNUSUAL market profit. Two to three wires a month. Three to five stocks carried at atime. $500 

OPPORTUNITIES capital sufficient to purchase 10 shares of all recommendations on over 50% margin. 
= BARGAIN Dividend-paying securities entitled to investment rating, with good profit ——. 
ne to two wires a month. Three to five stocks carried at a time. $1,000 capita 
INDICATOR sufficient to purchase 10 shares of all recommendations on over 50% margin. 
ERS OL rate SR eR ee SE TR ee ae ee ee ee On CAPITAL OR EQUITY AVAILABLE. .......ccccccccccccesevccecs 
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to four wires a month. 


CABLE ADDRESS: TICKERPUB 


Short-term recommendations following important intermediate market movements. 
Three to five stocks carried at a time. 


($125 will cover an entire year’s subscription.) 


(Wires will be sent you in our Private Code after our Code Book has 


NEW YORK, N. Y. 


I understand that regardless of the 


Three 
$1,000 capital sufficient 

















Dividends and Interest 








Imperial Oil Limited 
Dividend 


Notice to po yg ree ae and the Holders 
f Share Warrants 


NOTICE is hereby given that a semi-annual 
dividend of twenty-five cents (25c) per share 
and a special disbursement of thirty-seven and 
one-half cents (37%c) per share, both in 
Canadian currency, have been declared and that 
the same will be payable on or after the Ist 
day of June, 1935 in respect to the shares 
specified in any Bearer Share Warrants of the 
Company of the 1929 issue upon presentation 
and delivery of Coupons No. 43 at any Branch 
of: 


THE ROYAL BANK OF CANADA, 


The payment to Shareholders of record at 
the close of business on the 22nd day of May, 
1935, and whose shares are represented by 
registered Certificates of the 1929 issue, will 
be made by cheque, mailed from the offices of 
the Company on the 31st day f May, 1935. 


in Canada, 


The transfer books will be closed from ‘the 
23rd day of May to the Ist day of June, 1935, 
inclusive, and no Bearer Share Warrants will 
be ‘‘split’’ during that period. 


The Income War Tax Act of the Dominion of 
Canada having been amended, effective April 
Ist, 1933 to provide that a tax of 5% shall be 
imposed and deducted at the source on all di- 
vidends payable by Canadian debtors to non- 
residents of Canada the above mentioned tax 
will be deducted from all dividend cheques 
mailed to non-resident shareholders and the 
Company’s Bankers will deduct the 5% tax 
when paying coupons to or for account of non- 
resident shareholders. Ownership Certificates 
will be required by the paying Bankers in re- 
spect of all dividend coupons presented for pay- 
ment by residents of Canada. 


Stockholders resident in the United States 
are advised that a credit for the 5% Canadian 
tax withheld at source is allowable against the 
tax shown on their United States Federal in- 
come tax return. If it is desired to claim such 
credit on the return the United States tax au- 
thorities require the receipt or certificate of 
the Canadian Commissioner of Income Tax for 
such payment. In order for the taxpayer to 
secure such proof from the Canadian Commis- 
sioner it is necessary for the United States 
stockholder to submit, at the time of cashing 
his dividend coupon, an ownership certificate 
on Canadian form $601. Only in this way can 
the Canadian Commissioner identify the with- 
held Canadian tax with the specific recipient 
of the dividend in order to furnish the neces- 
sary individual receipt. If Forms #601 are not 
available at local United States banks, they 
can be secured by requesting the same from 
the Company’s office or at any branch of The 
Royal Bank of Canada, in Canada. 


Note: Holders of Bearer Share Warrants who 
have not yet exchanged talons for a new supply 
of dividend coupons (Nos. 41 to 60) should de- 
tach talons and forward them by registered 
mail, with return address, to the Secretary, 
Imperial Oil Limited, 56 Church Street, Toron- 
to, Canada. 

BY ORDER OF THE BOARD, 

F. E. Holbrook, Secretary. 
56 Church Street, 

Toronto, Ontario 











MOTOR WHEEL 
CORPORATION 


Dividend Notice 
Lansing, Michigan 
April 30th, 1935 

The Board of Directors today 
declared a quarterly dividend of 
twelve and one-half cents (12}4c) 
per share on the common stock 
— June 10, 1935 to stock- 
olders of record May 20, 1935. 


C. C. Carlton, 


Secretary. 
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1933 1934 1935 
A High Low High Low High Low 
NR Cs nbnc sso sees saean's 8014 3454 1334 4514 5554 3534 
Atlantic Coast Line... 0222222271: 59 1655 6454 -2454« 8734 «1954 
B 
PIRES Ts SOUND, 05 5 5 ois 650s cecieee 37% 84 3414 1234 15 1% 
Bangor & Aroostook................ 41%4 20 46% 3514 424 36% 
Brooklyn-Manhattan Transit........ 414 2134 44 % 2814 444% 3614 
Cc 
EIRENE. oo, 60s c.o'sw oboe eees 20% 1% 18% 10% 1334 93% 
Chesapeake & Ohio.. . 4934 2454 4854 3914 453g 87% 
C. M. & St. Paul & Pacific.......... 1134 1 814 2 3 4% 
Chicago & Northwestern er 1% 15 3} 556 256 
Chicago, Rock Island & Pacific... .. 10% 2 6% 1% 256 1 
D 
Delaware & Hudson.. oa aun 6. 3754 1314 35 4316 23144 
Delaware, Lack. & Western......... 46 174% 3334 14 19% 11 
E 
ID RB. sicssscc0ss peueeercsene 2534 334 24% 93% 14 1% 
Great Northern Pfd................ 3334 45% 3214 124% 1734 954 
Hudson & Manhattan.............. 19 6% 12% 4 5% 234 
I 
ere 5034 844 387% 1354 174 914 
Interborough Rapid Tramsit......... 1334 4% 17% 514 16% 34 
K 
Kansas City Southern.............. 247% 6% 1934 654 834 334 
L 
fo TS 2734 856 214 914 1114 5 
Louisville & Nashville.............. 6714 2144 6214 3734 474, 34 
M 
Mo., Kansas & Texas.............. 17% 534 14% 4% 64% 254 
rere 10144 1% 6 1% 3 14% 
N 
New York Central.................. 58% 14 4514 1834 213g 124 
Sp OL Oe 9 A eer 2754 2% 26% 9 13 6 
N. Y., N. H. & a SPP eee 347% 11% 241% 6 814 2% 
Norfolk NOR io whos v5 260s coe EN 111% 7 161 175 158 
a | Oe 34% 954 364 1444 217% 13% 
P 
Nis cin sh 5 oslo ee sanle ss 4214 1334 39\% 20% 2534 174% 
ee 37 3% 38 12 1854 9% 
PE ES We WR one 5s ccs sens 3534 6% 27 10 8 8 
R 
RENE RG aan wss cuss ces sawcnens 6214 2314 5634 3514 431, 297% 
Ss 
St. Comle-em Pram..... 0.02 cccccece 9 % 54 1% 2 1 
St. Louis-Southwestern............. 22 5% 20 8 C3 10 
MC so. o's scas ais sicsnesae 3834 11% 3334 147% 19% 1234 
eer errr 36 4% 3614 1114 1614 154 
T 
I ER anon scciasassdesnes 43 15 4314 13) 2534 14 
U 
PR ier de ecccshisaweeanas 132 61144 133% 90 111144 82% 
WwW 
Wostorn Maryland ......03..0.0000c000 16 4 174% 7% 97% 614 
e ° 
Industrials and Miscellaneous 
1933 1934 1935 
A High Low High Low High Low 
Adams-Millis —.- Lapa weeeen kee e 80 60 10314 73 3314 284 
Air Reduction, Inc. . «8. 47144 113 9134 13514 104% 
I I ooo s.0'o 5.5.4.0 00 0 6:010- 1% 237% 165% 20% 155% 
Allied Chemical & Dye 70%4 6034 115\% 15044 125 
Allis Chalmers Mfg. . 6 2334 10% 1934 12 
Alpha Portland Cement. 534 201; 11% 2034 14 
EN as caine oases 0s ane 1814 5554 39 68 4814 
Amer. ‘Agric. C Fog cog CRED oscsc0 ae 74 48 2514 57°34 42 
American Bank Note............... 2814 8 2544 11% 2734 18% 
Amer. Brake Shoe & Ee 4214 9% 38 19% 295, 21 
RINE So, 1s ws 60.6 <0 se ow-0 10014 4916 11434 90144 12544 110 
ON | ne 3934 6% 337% 12 2014 10 
a errr 6144 34 705% 4614 85 66 
American & Foreign Power......... 195, 3% 1334 3% 5% 2 
Amer. International Corp........... 15% 44 11 434 734 4% 
Amer. Power & Light.............. 197% 4 124% 3 4% 144 
Amer. Radiator & S.S.............. 19 454 1754 10 16% 10% 
| 8: eee 31% 534 2814 131% 24 1534 
Amer. Smelting & Refining .. ... 53% 10%4 5144 3014 463g 3154 
Amer. Steel Foundries............. 27 456 2614 10% 18144 12 
Amer. Sugar Refining.............. 74 2114 72 46 7046 551% 
eS eee 13434 8614 12544 100% 120%; 98% 
ON ESS Seer 9434 5034 89 67 8784 7434 
Amer. Water Works & Elec......... 434% 10% 275% 1254 14% 7% 
a ae 6714 225, 8334 36 454% 354 
Anaconda Copper Mining 22% 1734 10 15 8 
Amour Co. of Ill. . es Bais 634 3% 6% 34% 
Atlantic Refining .. 3214 123% 3514 2114 2654 21% 
NE ii e855 o6s ik 6 wb kw 84} 31 573% 16% 29%, 15 
OS 1634 5% 1034 334 55 3 
B 
Baldwin Loco. Works............... 1754 34 16 444 654 14% 
Beatrice Creamery................. 27 7 1934 104 19 1534 
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Best & Co. 
Bethlehem Steel Corp. 
Bohn Aluminum... 
Borden Company 





Chesapeake Corp....... 
Chrysler Corp.. 


a) SEMEN 0 5 wiieigicic:4:4:<.ri0.44-s10 0.0% 
Colgate-Palmolive-Peet............. 
OE arr 
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Commercial Solvents............... 
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ee Consolidated Gas of N. Y........... 
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dO el re 

Continental Can, Inc... .......2sc00 

Continental Imsurance.............. 

rn 

+s Corn Products Refining............. 

3 crown Cork G5 Seal... cece cece 

I CE a nto ce cekeeesia 

Citler-HAMMer, INC. ...052 026s ceces 
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General Baking . 





General Railway Signal. . 


General Refractories............... 
Gillette Safety Razor............... 


Glidden Co. 
Gold Dust Corp... 
Goodrich Co. (B. F. 3 


Goodyear Tire & Bibher. ...s<. ss 
Great Western Sugar............... 
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Shar Hercules Powder Co............... 
‘ . Hershey Chocolate............s0000 
Homestake Mining................ 


Hudson Motor Car 
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Kennecott Copper.. 
Kroger Grocery & Baking. . 


Lehman Corp.. 
Libbey-Owens-Ford. . 


[ “rn 5.35235 


‘7 Loose-Wiles Biscuit .. 


Mack Truck, Inc. 
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Du Pont de Nemours............... 
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Eastman Kodak Co............e00. 
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5 Outstanding 
Low Priced Stocks 


Apparently undervalued 
on basis of earnings outlook. 
HESE stocks selling between 10 
and 16 are analyzed in the cur- 
rent UNITED OPINION Bulletin. 
They are featured by: 
1. Up-trend in sales, volume. 
2. Strong financial position. 
3. Good earnings outlook. 
We would like to place this Bulletin 
in your hand as an example of the 
unusual investment opportunities un- 
covered by the UNITED OPINION 
method of Stock Market forecasting. 
Send for Bulletin W. S. 16 Free! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass. 
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ci Dow Theory 


A Daring Book Exposing the “Theory’s” 
Inherent Faults as a Trading Guide. 


Limited Edition FREE 


It tells in positive terms what only the 
few truly expert market technicians of the 
country know about the ‘‘Theory’s’’ short 
comings. A reviewer says: ‘‘There is no 
escaping this book’s incisive logic. Inval- 
uable to anyone interested in the market.’ 
Send for copy today! 


Market Trends, Inc. 
Dept. E—Equitable Bldg., Denver, Colorado 
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STOCKS - BON DS 
COMMODITIES 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton E —— 
Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 
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POINTS ON TRADING 
and other valuable information for 
investors and traders in our help- 
ful booklet. Copy free on request. 
Ask for booklet MG 6 
Accounts carried on conservative margin. 


GisHoLM & (HaPMAN 


Established 1907 
Members New York Stock ng! 


52 Broadway New York 























Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


JohnMuir& ©. 


Established 1898 
Members New York Stock le 
39 Broadway New York 
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Dividends and Interest 








International Petroleum 
Company, Limited 


Notice to Shareholders and the Holders of 
Share Warrants 


NOTICE is hereby given that a semi-annual 
dividend of 75c per share and a special dis- 
bursement of 50c per share, both in Canadian 
Currency, have been declared, and that the 
same will be payable on or after the lst day 
of June, 1935, in respect to the shares speci- 
fied in any Bearer Share Warrants of the Com- 
pany of the 1929 issue upon presentation and 
delivery of coupons No, 43 at:— 


THE ROYAL BANK OF CANADA, 
King & Church Streets Branch, Toronto, Canada 


The payment to Shareholders of record at 
the close of business on the 22nd day of May, 
1935, and whose shares are represented by 
registered Certificates of the 1929 issue, will 
be made by cheque, mailed from the offices of 
the Company on the 31st day of May, 1935. 


The transfer books will be closed from the 
23rd day of May to the Ist day of June, 1935, 
inclusive, and no Bearer Share Warrants will 
be ‘‘split’’ during that period. 


The Income Tax Act of the Dominion of 
Canada having been amended, effective April 
lst, 1933, to provide that a tax of 5% shall be 
imposed and deducted at the source on all di- 
vidends payable by Canadian debtors to non- 


residents of Canada, the above mentioned tax | 


will be deducted from all dividend cheques 
mailed to non-resident shareholders and the 
Company’s Bankers will deduct the 5% tax 
when paying coupons to or for account of non- 
resident shareholders. Ownership Certificates 
will be required by the paying Bankers in re- 
spect of all dividend coupons presented for 
payments by residents of Canada. 


Shareholders resident in the United States 
are advised that a credit for the 5% Canadian 
tax withheld at source is allowable against the 
tax shown on their United States Federal In- 
come Tax return. If it is desired to claim such 
credit the United States tax authorities require 
evidence of the deduction of said tax. In order 
to secure such proof Ownership Certificates 





| 


(Form No. 601) must be completed in dupli- | 


cate and the Bank cashing the coupons will en- 
dorse both copies with a certificate relative to 


the deduction and payment of the 5% tax and | 


return one Certificate to the shareholder. If 
Forms No. 601 are not available at local United 
States banks, they can be secured from the 
Company’s office or the Royal Bank of Canada. 
Toronto, 


Holders of Bearer Share Warrants who have 
not yet exchanged talons for a new supply of 
dividend coupons (Nos. 41 to 60) should detach 
talons and forward them by registered mail, 


with return address, to the Secretary, Interna- | 
tional Petroleum Company, Limited, 56 Church | 


Street, Toronto, Canada. 


By order of the Board, 
J. R. CLARKE, Secretary. 
56 Church Street, Toronto 2, Canada 
10th May, 1935. 





Atlas Corporation 
Dividend No. 23 on Preference Stock 


NoTICE IS HEREBY GIVEN that a dividend 
of 75¢ per share for the quarter ending 
June 1, 1935, has been declared on the 
$3 Preference Stock, Series A, of Atlas 
Corporation, payable June 1, 1935, to 
holders of such stock of record at the close 
of business on May 15, 1935 
Wa ter A. PETERSON, Treasurer. 


May 15, 1935. 











Chrysler Corporation 
* DIVIDEND ON COMMON STOCK * 


A regular quarteriy dividend, tor the second quar- 
ter of 1935, of twenty-five cents ($.25) per share, 
and an extra dividend of twenty-five cents ($.25) 
per share, on the Common Stock, have been de- 
clared, payable June 29, 1935, to ‘stockholders of 
‘record at the close of business June, 1935. # 


B. E. Hutchinson, Vice President and Treasurer 














New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 

















1934 1935 Last Div’d 
SFOS i Ng Ng TOSI ta a Sale $ Per 
B High Low High Low 65/15/35 Share 
ne WORE. THIER os oss se esc e ease 33 34 4534 30 44 357% 43 1.60 
McIntyre, Porcupine............... 34 501, 30!. 4554 365, 43% 2 
McKeesport Tin Plate.............. d 4 951< 79 116 90'6 112 4 
Mesta Machine Co....... 3434 20'¢ 32 2414 2914 1.50 
-~ seedbor eg Chemical...... 96!5 39 77 55 7316 1 
Montgomery Ward & Co............ 3556 20 30'5 2134 26 oe 
N 
ae 11% 3214 1254 19% 11 1314 1 
Lee 5 3114 49\, 25% 30144 224 2514 1.60 
National Cash Register............. ¥ 6% 2354 12 18%; 13% 1434 50 
National Dairy Products.. ‘ 1014 1934 13 174%; «412% 15 1.20 
National Distillers ie 4 207% 3154 16 2914 231, 2416 2 
eS LES Co ee 43144 170 135 172 145 172 5 
National Power & Light............. } 6% 1514 654 9 4% 8% 80 
ee Se ace dwas 4 15 5814 341, 5016 40%, 50 *1.25 
N. Y. Air Brake PiekcurceEe 6% 2834 1114 28144 18% 2154 
Fee 1734 457% 3014 40°; 30%4 39% 2 
North American Co................ 1214 2514 1014 15'4 9 1 
oO 
Sa eee 2514 10% 1934 1214 174%) SO«1% 16% . 60 
Owens Gl, Giaes............00cs00-. BK 31'4 94 60 93 80 9034 4 
P 
Pacific Gas & Miecttic............... 31% 15 2315 1234 19% 13% 1934 1.50 
Pacific Lighting . . Sant 4335 22 37 2034 30'4 19 281, 2.40 
Packard Motor Car. 6% 134 65% 234 5% 314 3% 
8! 2'6 74 56% 134 44 214 314 
GD oe. eS aio vist sans -se acts 56 1944 7414 5114 74 5714 71 2 
Penick & Ford. Seer. 2514 67 4454 765 6415 76 3 
Phelps Dodge Corp. RAP oh tere 18% 4's 187% 1314 1944 1234 18*4 {.25 
Phillips Petrcleum................. 18*4 4%4 20%; 1334 21!4 13%, 2134 1 
Pillsbury Flour Mills............... 2216 914 3434 18'4 35 31 35 1.60 
Procter & Gamble................. 47% 1954 443, 3314 49% 423¢ 487% 1.50 
Public Service of N. J.............. 57) 325% 45 25 30% 2034 293, 2.80 
PPI ING Soe ic Sis oswivs o's's'sa ss 350 58'¢ 18 59%¢ 3514 52% 34 381% 3 
R 
Radio Corp. of America............. 1214 3 9! 4\6 5% 51% 
Radio-Keith-Orpheum.............. 534 1 44 1% 25% 4 15% 
oi eet aga ANE arate Hn eee 205¢ 5 23 14! 21 16's 185% 1 
Remington Rand. Serer. | A 214 13°, 6 114% 8 8%4 sk 
ll a ae 23 4 2554 1014 15!, 9 1234 ‘ 
Reynolds (R. J.) Tob. Cl. B......... 5414 2614 53°4 3934 5154 43! 495% 3 
Ss 
RUN MUO 56 5 ose wine wide oso -5i56 623¢ 28 57 3814 46 38714 3954 3 
Schenley Distillers................. 47 22 387% 17\% 28'5 22 2414 
Sears, Rocneck @ Co............... @ 12'4 5114 31 4014 31 39%4 75 
ELE s bcs 55 eo ise wes balls 76 14% 9 436 936 15% 834 
MRI RIS EBD s5.55. 4.0: 0:0 0.6 oi 00-s' 1314 534 137% 634 914 74 134 25 
OES | eee reer 115, 4 1114 6 914 514 914 : 
Socony-Vacuum Corp............... 17 6 19% 1214 14% 11 145 .60 
NI oo on 5 co ssa w 49 erase 28 141'¢ 221% 10'% 16 1054 15), 1.50 
Spiegel May Stern Co.............. 2114 1 76%4 64 795 43% §8!4 ; 
Standard Brands.. atc hiibe is c'e.s ee 1334 2514 174% 19% 3861854 1454 1 
Standard Oil of Calif............. . 45 19'5 427% 265 3734 92734 873, 1 
Standard Oil of Ind................ ates 3234 2314 2714 «23 26% 1 
Standard Oil of N. J................ 47% 223; 50! 3914 4614 3534 4614 *1.25 
cg |. a er 63 455, 66'5 4714 67 5834 647% 3.80 
Stewart-Warner................. . 114% 24 105¢ 44 1014 654 9% st 
ee ee 1914 514 1314 38% 5 2'5 434 
x 
Texas Corp (obnivesyaskhes meee 10°4 2936 1954 233, 1614 2234 1 
Texas Gulf Sulphur. Sats anak Hirose eae. ke 4514 154% 4314 30 36%4 28%4 343, 2 
Tide Water Assoc. Oil.............. 1134 3% 143, 8 11% 154 11 , 
Timken Roller Bearing........... . 86% 1334 41 24 3634 28%< 357% *1.25 
py ee .. 88% 20'< 4214 33 42'5 36 40 2.50 
Tri-Continental Corp............... 834 234 634 3 4 1% 3% oh 
U 
Underwood-Elliott-Fisher........... 3014 914 587% 36 6415 5334 6414 2 
Union Carbide & Carbon............ 51% 1934 507% 35% 57; 44 5634 1.60 
SCO 2 reer 23 3< 814 20'4 1144 194 1434 193, 1 
oe a a ali NPE 154% 814 15), 9% 1334 
United Carbon. Spa Gun owe 5 2 104% 50 3¢ 35 57% 46 574 2.40 
United Corp.. pease cen os 4 8% 2% 34 1% 2% : 
United Corp. Pfd. reer 22% 377% 2114 311% 2034 291, 3 
United Fruit. . Seas ak tenes 68 2314 77 59 923, 715% 90% 3 
United Gas Imp... ee Der eee 25 13% 201< 1114 13% 94 1314 1 
OB SOS 2 eee eer eres 5314 18 5114 3414 55 40'% 54 1 
U. S. Sadontvial Alcohol . Sere, | 1314 6434 32 45'5 35% 41 2 
ES DS ee ee 221¢ 6% 33 1514 22 1434 194 50 
fo > Seer 25 2% 24 11 174% 914 124 : 
U. S. Smelting, Ref. & Mining....... 10554 1346 141 9654 12444 95 1133, 6 
BS eer 674 2334 597% 293, 40', 2716 32% : 
Pe COIN Sees euieree ewes < 105'% 53 99'2 6714 94 135% 8734 2 
Vv 
DREN BIED ook. vos a cnswanss.ess 3614 1% 3134 14 2134 114% 12 
WwW 
Warner Brothers Pictures. . re 1 844 234 4% 24% 33; oe 
Western Union Tel.. vee eka e Y 174% 66% 29'4 3434 = 2054 26%, . 
Westinghouse Air a i oon hau 4 11%4 36 15% 27 18 2214 . 50 
Westinghouse Elec. & Mfg. 5834 1934 474 27% 473, = =3254 467% .. 
Woolworth Co. (F. W.)............. 251% 5514 414 60144 51 59% 2.40 
Worthington Pump & ae .. 89% 8 31% 134 21% 113% 16 Ye 
WR TPM, Bled ono 65s on ss awe 5714 3416 76 5415 8234 7334 81'2 *3.50 


t Paid this year. * Including extras. t Paid last year. 
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Answers to Inquiries 
(Continued from page 144) 
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, rather sizable loss on your holdings, 
t would be our suggestion that you 
maintain your position with a view to 
lnger range potentialities. 


AMERICAN SMELTING © REFIN- 
ING CO. 

Could you favor me with a brief analysis 
of American Smelting & Refining with 
secial emphasis on its prospects under ad- 
-mcing silver prices. Please tell me, too, 
you think it advisable to hold or sell 100 
shares bought at 31.—N. S., Indianapolis, 
Ind. 

Despite the sizable expansion of its 
mining interests during recent years, 
American Smelting & Refining Co. con- 
tinues to be chiefly dependent upon the 
processing of non-ferrous metals. These 
include: copper, zinc, lead, silver and 
sold. In view of the fact that copper, 
kad and zinc continue depressed, the 
earnings currently being enjoyed by 
the subject organization are obviously 
attributable chiefly to the high prices 
being paid for gold and silver. While 
no near-term increase in the price for 
gold is indicated, the strength of the 
silver bloc in Congress and recent action 
of the Administration with respect to 
that metal suggest that the goal of 
$1.29 an ounce is entirely possible of 
achievement. Such a development 
would obviously be of tangible benefit 
to American Smelting, although the re- 
attainment of pre-depression earning 
power must doubtless await increased 
demand and prices for copper, lead 
and zinc, which should be witnessed as 
industrial activity assumes more normal 
proportions. Last year the company 
reported earnings of $1.63 a share on 
its common stock, after allowing for 
annual dividend requirements on_ its 
two classes of preferred stock, against 
77 cents a common share for 1933. 
This earnings improvement, coupled 
with the organization’s excellent finan- 
cial condition enabled the liquidation 
of all arrears on the first preferred last 
year, while indications are that arrears 
on the second preferred will soon be 
cleared and the way left open for divi- 
dends on the common. With that end 
in view, stockholders were recently 
asked to approve a reduction in the 
stated value of the common which will 
allow the creation of a surplus from 
which dividends may be declared with- 
out impairing capital. Since the great- 
er portion of Smelter’s silver properties 
are located in Mexico, the graduated 
tax on silver in that country tends to 
minimize the further benefits which 
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COMP ARE YOUR TAX BILL 


WITH YOUR ELECTRIC BILL 





OLITICAL agitators are at- 

tempting to lead an unin- 
formed public to believe that a 
radical reduction in domestic 
electric rates is one of the most 
important necessities facing the 
people of this country. A radi- 
cal reduction in taxes is a much 
greater necessity. 





Actually the monthly electric 
bill is one of the smallest items in the 
family budget, ranking in amount well 
below tobacco and soft drinks. 


If electric rates of consumers in the 
United States were cut in half, it would 
mean a saving of less than 5 cents a day 
to the average American family. This 
is because the average electric bill is 
only $33 a year. 

The nation’s tax bill in 1934 was esti- 
mated at about $9,000,000,000. This is 





TAXES 


$9,000,000,000 





T 


COMPARE 


Your Electric and Gas Bill 
with Your TAX Bill 


Food 






$700,000.000 $660,000,000 $530,000,000 








“his is how the American Public spends its money 


an average of about $300 per family, or 
about nine times the amount of the elec- 
tric bill. Neither do these taxes include 
a mounting deficit of other billions. The 
tax bill, not the electric bill, is the bur- 
den which is crushing the American 
family. 


When the government goes into the 
utility business faxes are increased. Citi- 
zens should protest against government 
competition with established utilities. 


ASSOCIATED GAS & ELECTRIC SYSTEM 





would accrue to it should the $1.29 per 
ounce mark be reached. Nevertheless 
earnings and dividend prospects are be- 
lieved sufficiently promising to justify 
further retention of your holdings at 
this time. 


FRANK G. SHATTUCK CoO. 

Please advise me if you think Irrank G. 
Shattuck Co. can again attain earnings 
comparable with pre-depression years. Do 
you suggest continued retention of its 
siock?—A. R., Washington, D. C. 


The sound financial condition, ca- 
pable management and potential earn- 
ings of Frank G. Shattuck Co. suggest 
continued retention of the shares, espe- 
cially at the present, in our opinion, 
amply deflated levels. Despite the 
marked curtailment in earnings during 
the depression years, from a peak in 
1929 equivalent to $2.60 a share on 
the capital stock to only 26 cents in 
1933, this company was able to con- 
tinue operations in the black and in 
1934 per share earnings showed a slight 
increase to 32 cents. Although profits 
have been small, they have exceeded 
the dividend rate and the management 
has shown marked ability to cope with 
code operations and the consequent in- 
creased costs. For the first quarter of 
the current year the company showed 
a very slight loss as against a profit of 





8 cents a share on the capital stock for 
the first quarter of 1933. This is very 
largely attributable, in our opinion, to 
the fact that last year’s Easter season 
was included in the result for the first 
quarter, whereas this year Easter oc- 
curred in the second quarter. Then, 
too, higher prices paid for foodstuffs 
and other materials unquestionably cut 
into the net for 1935. The company’s 
very favorable financial position is 
evidenced by the fact that as of the last 
year end current assets, including cash, 
U. S. Government and other market- 
able securities (carried at cost), of 
over six and a _ quarter million, 
amounted to $8,324,765, whereas cur- 
rent liabilities were only $675,360. 
This compared with current assets of 
$7,754,000 and current liabilities of 
$612,330 on December 31, 1933. In 
spite of this favorable showing during 
the depression, this company has in- 
stalled air conditioning equipment in 
12 of its 42 “Schrafft’s” restaurants— 
approximately three quarters of which 
are situated in New York. This is in 
line with the management's policy of 
the “better type of eating place” which 
is always associated with Schrafft’s 
foods and confections. While the very 
nature of its business naturally makes 
it fluctuate with public purchasing 
power, in our opinion, as consumer 
purchasing power increases through a 
continuation of industrial recovery, this 
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condition should be reflected not only 
in profits but also in the marketwise 
position of the stock. 


McKEESPORT TIN PLATE CO. 


I am wondering if McKeesport Tin Plate 
doesn’t now discount maximum _ possibili- 
ties for some time to come. And, with a 
yield of less than 4% at these levels, do you 
feel continued retention is desirable?—J. 
McB., Portland, Me. 


While it is true that at current levels 
McKeesport Tin Plate’s stock yields 
less than 4% as you state, we are of 
the opinion that as industrial recovery 
progresses over the longer pull, the out- 
look for this company will be even bet- 
ter than it is at the present time. It is 
well to bear in mind the fact that 
throughout the depression tin plate de- 
mand was maintained very much better 
than the demand in other branches of 
the steel industry and, in addition, 
while commodity prices as a whole 
fluctuated violently from time to time, 
tin plate prices varied within quite nar- 
row limits. The income statement for 
the 12 months ended December 31, 
1934, revealed a net profit of $1,859,- 
339, equivalent to $6.20 on the capi- 
tal stock, compared with $1,888,416 or 
$6.29 a share in 1933. Current assets 
as of January 1 totalled $6,284,217, of 
which over $2,500,000 was in cash, 
whereas current liabilities were only 
$750,260. This company is particu- 
larly well situated in its field and a 
capable management has kept its capi- 
talization on a most simple basis. The 
company has no funded debt and its 
sole stock consists of 300,000 shares of 
common of no par value. From these 
brief facts, therefore, can readily be 
seen the possibility for appreciation and 
increased earnings per share following 
industrial recovery and, as you know, 
currently there are constantly springing 
up new demands for packaged goods 
and this increase means greater demand 
for cans. Only a few years ago cans 
were very largely limited to the packing 
of fruits, vegetables, meats, paints and 
varnishes. Later tobacco, coffee and 
more recently oil and beer have found 
additional parcelling outlets in this 
medium. While it is true that these 
shares, selling at current levels, appear 
sufficiently high to discount near term 
prospects, longer term potentialities are 
believed to dictate their retention. 


CONSOLIDATED OIL CORP. 


I have 500 shares of Consolidated Oil 
bought for speculation. I will be grateful 
for any information you can give me as to 
its prospects, particularly over the next 
few months.—L. N. S., Aurora, IIl. 


In connection with your holdings of 
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Consolidated Oil Corp. it is well to 
bear in mind that currently this com- 
pany is running into its best earnings 
period of the year. Despite the fact 
that this is a well integrated oil com- 
pany, earnings have been relatively 
small. As a matter of fact, the consoli- 
dated net income report for 1934 shows 
a net income of $553,282, equivalent to 
$5.43 a share on the 8% cumulative 
preferred stock outstanding, as against 
a net income of $133,580 or $1.28 on 
the preferred in the previous year. The 
balance sheet as of the last year end 
showed current assets of $93,706,568 
whereas current liabilities were only 
$18,607,189. Of course widespread 
gasoline price wars have had an ad- 
verse effect upon earnings but over the 
medium and longer terms indications 
are that greater co-operation between 
producers and distributors will be 
effected. The company has further 
enhanced its earning position by con- 
cluding arrangements with a number of 
its regular banking connections for 
loans aggregating approximately $40,- 
000,000, represented by two, three, 
four and five year notes. The new in- 
terest rates are on the present low basis 
for bank borrowing and naturally re- 
sult in a substantial saving to the com- 
pany. The total amount of bonds to 
be called is $48,781,700, and although 
this amount exceeds the bank credit of 
$40,000,000 already arranged for, the 
balance will be provided out of the cor- 
poration’s own resources. Since the 
problem of controlling “hot oil” seems 
to be nearing solution and with gaso- 
line consumption this year expected to 
reach an all time high, a well integrated 
unit such as Consolidated Oil certainly 
appears favorably situated from an 
earnings standpoint. Although the 
common stock is obviously speculative, 
the medium term outlook, at least, sug- 
gests the advisability of its retention. 


AMERICAN BRAKE SHOE © 
FOUNDRY CoO. 


Around today’s prices my American 
Brake Shoe common shares show slightly 
more than 8 points profit. It occurs to me 
it might be advisable to make a switch now, 
and I will appreciate your comment.—K. P. 
V., Baltimore, Md. 


The greater amount of recondition- 
ing which took place last year in the 
car shops of the leading railroads taken 
in conjunction with the releasing of 
large orders for new equipment cer- 
tainly stimulated sales for American 
Brake Shoe & Foundry Co. As 
a matter of fact last year net income 
increased to $1,169,341, an amount, 
equivalent after preferred dividends to 
83 cents a share on the common stock. 
This compared with a net of $986,692 
or 53 cents a common share earned in 





1933 and a net of only $257,379 j, 
1932 which was equivalent to oply 
$2.70 a share on the 7% cumulatiy, 
preferred. A capable management hy 
accumulated approximately $5,000,0% 
through earnings during the ten yea 
ended in 1934 which amount is rp. 
flected in substantial growth in fixe 
assets and in the maintenance of , 
large working capital. Current asse 
at the year end including cash of oye 
$3,347,000 and Government securitie; 
of $1,291,200 (carried at market) 
totalled $9,660,100 compared with cur 
rent liabilities of only $690,100. This 
in Our opinion represents an especially 
strong financial condition for a com 
pany which has no funded debt. Cur 
rently the company is reported to k 
showing improvement over the initial 
three months of 1935 principally be 
cause of the gains in the sales of Ameri 
can Brakeblok Corp., a company which 
manufactures miscellanies for the auto 
mobile industry. As a matter of fact 
this automobile brake material company 
has shown substantial gains through, 
out the depression and as consumer 
purchasing power increases through 
further industrial recovery, this end of 
the business as well as the company’ 
railroad brake shoe business should 
show materially better earnings. All 
of these factors taken into consideration 
lead us to believe that despite the profit 
which you have in your holdings of 
this company’s common stock at present 
further representation therein is desir 


able. 


MOTOR WHEEL CORP. 

Would you say that Motor Wheel’s 1935 
possibilities are fully discounted in the pres- 
ent price of its stock? Would you sill 
now and take a small profit, or do you 
think I would be justified in holding 
through the summer season?—H. M. C, 
Sioux City, Iowa. 

As the leading producer of automo: 
bile wheels, recent operations of Motor 
Wheel Corp. have benefited from the 
remarkable recovery staged by the auto 
mobile manufacturers. The company 
reported for the initial quarter of the 
current year a net profit of $258,124, 
equivalent to 30 cents a share on its 
capital stock, compared with $269,171, 
or 32 cents a share for the like interval 
of the preceding year. Sales for the 
month of April are understood to have 
been excellent, while those for May 
likely are well sustained. Attesting to 
the management’s confidence in the out’ 
look, dividends, which were discon’ 
tinued in December, 1931, were te 
sumed with the declaration of 12/2 
cents a share payable June 10 to stock 
holders of record May 20. The balance 
sheet dated March 31, last, revealed 
current assets of $4,156,276, includ 
ing cash alone of $1,136,414, and cur 
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rent liabilities of $1,252,322. These 
fgures, together with current earnings 
indicate the conservativeness of the re- 
ently declared dividend and justify the 
hope of an increase later on. Aside 
from the company’s wheel lines, a 
variety of other products are manu- 
factured which lessen its dependence 
upon the automobile manufacturers and 
give promise of contributing liberally 
to earnings as general business recov- 
ery gains momentum. While it is true 
that the automobile industry will soon 
pass its seasonal peak, the year as a 
whole is expected to be the best since 
1929, despite the various difficulties 
inthe form of higher labor and raw ma- 
terial costs with which it has had to 
cope. Under the circumstances, the 
capital stock of the subject organization 
isnot believed over-priced and its reten- 
tion with a view of a possibly better 
market in the fall is counseled. 


NASH MOTORS CO. 


Dependent largely upon my investments 
for income, I am attracted by the excel- 
kent return on Nash Motors at present 
prices. Do you feel that the dividend on 
that stock is secure? Would you advise 
its purchase at this time?—C. C. H., 
Dallas, Texas. 


In an effort to strengthen its com- 
petitive condition, the Nash Motors 
Co, last year introduced its low priced 
la Fayette. That this was a sound 
move from the standpoint of sales is 
attested by the volume of cars pro- 
duced and shipped in 1934, as com- 
pared with the previous year. Thus, 
for the fiscal year ended November 30, 
1934, the company sold 2/7 times as 
many cars as in the preceding fiscal 
year. Naturally, this increased sales 
volume tended to strengthen the com- 
pany’s dealer organization. Increased 
costs incident to the sales expansion 
program, however, led to a net loss of 
$1,625,078, or slightly greater than the 
loss of $1,188,863, for the preceding 
comparable interval. Insofar as pros- 
pects for the current year are con- 
cerned, these have been strengthened 
by numerous operating economies. The 
number of body styles has been reduced 
on the Nash lines from 17 to 11, while 
motor sizes have been reduced from 
three to two. Prices, however, were 
recently cut, and in view of the ex- 
pensive advertising campaign being 
waged by the company, worthwhile 
profits do not appear in near-term 
prospect. For the quarter ended Feb- 
tuary 28, 1935, a net loss of $405,- 
906, compared with $123,720 loss 
for the quarter ended February 28, 
a year earlier. While the organiza- 
tion’s excellent financial condition 
will allow it to aggressively pursue 
its sales expansion program, earnings 
Prospects are not sufficiently well de- 
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Only inches apart 


The man you want to talk to may be clear across the 
country. Yet vocally you are only inches apart—the few 
inches between you and your telephone. Bell System 
service shrinks the distance that separates relatives, 
friends, business associates — does it economically and 


quickly, more than 59,000,000 times a day. 





Bell Telephone System 




















fined to assure continuance of the pres- 
ent $1 annual dividend on the capital 
stock. Since your inquiry would sug- 
gest that you are interested in the stock 
principally because of the income re- 
turn, we do not feel that the shares are 
of the caliber required, despite their 
appreciation possibilities in the event 
that the concern’s expansion program 
permits the return to a profitable basis. 








A Creeping Bull Market in 
Oils 


(Continued from page 138) 








will in all probability supply the clue 
to the trend of crude oil prices and in 
the event that consumption of refined 
products maintains the recent trend 
toward new high levels, it may be that 
a further moderate increase in gasoline 
prices, accompanied by a correspond- 
ing advance in crude prices could be 
accomplished without serious disrup- 
tions in either their improved relation- 
ship or the volume of consumption. 

In any event, it appears practically 
certain that there will be no menace to 
the improving outlook for the oil in- 
dustry by another outbreak of over- 
production. Of course, there is always 
the possibility that field operations will 


open up a new flush pool but this event 
cannot be foreseen. Aside from the ef- 
fectiveness of the machinery now func- 
tioning to prevent production in excess 
of proration schedules, the industry is 
now engaged in a vigorous fight to 
forestall government legislation de- 
signed to make the oil industry virtual- 
ly a public utility, under close govern- 
ment supervision. This legislation is 
incorporated in a bill introduced in the 
Senate by Senator Thomas. No direct 
control of the industry is provided in 
the bill and so long as any state re- 
mained within its proration schedule 
nothing would be done. If it did not, 
this piece of legislation would permit 
the Government to fix “quotas in com- 
merce”, ie., the Government could 
prevent the first sale of crude petro- 
leum above the amount specified. 
The industry is preparing to fight 
strenuously against this measure, con- 
tending that the Connally Act, which 
controls the interstate flow of “hot oil”, 
and the interstate treaty to be ratified 
by the principal oil states, is all that is 
necessary to prevent excessive produc- 
tion and the waste of an important 
natural resource. This proposed legis- 
lation may be unconstitutional in that 
it violates states’ rights but whether 
this proves to be the case or not, it is 
safe to assume that the oil industry is 
hardly likely to let anything weaken its 
stand that government regulation is un- 
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necessary and superfluous—if it can 
possibly help it. 

Aside from the more promising out- 
look for the oil industry at this time, 
oil stocks have found their way into 
many investment portfolios on the 
strength of their merits as a hedge 
against possible inflation in this coun- 
try. As pointed out in THE MAGAZINE 
OF WALL STREET, under date of 
March 2, last, oil stocks not only pro- 
tect one against further devaluation of 
the dollar, but protect the investor 
against practically all eventualities ex- 
cept the direct confiscation of private 
property. 

The oils which are worthy of being 
called investments are likely to be 
the shares of the companies which 
have large asset values. Their plant 
operations should be protected by 
large reserves of crude oil in the 
ground. Crude reserves are invested 
capital which does not pay in- 
terest until the oil is produced and sold. 
It oil prices are declining, then the re- 
covery of capital invested in reserves is 
difficult, but as prices rise, such invest- 
ment is increasingly easy to recover 
with interest and a profit. When the 
underground potential is declining as 
at present and when new discoveries 
are not keeping pace with production, 
large reserves become increasingly val- 
uable. ; 

At the present time when the im- 
provement in the oil industry promises 
to be felt uniformly in all of its major 
divisions, the shares of those compa- 
nies whose refining and marketing ac- 
tivities predominate are worthy of 
speculative consideration but for the 
longer term investor, those companies 
with integrated operations and owning 
or controlling ample crude oil reserves, 
both actual and potential, are the more 
desirable mediums. 





North American Co. 
(Continued from page 133) 





operating subsidiaries. Matters are 
much more complicated; one example 
will sufce to show why. Cleveland 
Electric Illuminating, an operating com- 
pany, is controlled by North Ameri- 
can Edison, while North American 
controls the latter. But North Amer- 
ican Edison—the intermediate holding 
company—has nearly $90,000,000 in 
debentures and preferred stock out- 
standing with the public. Before North 
American could obtain for its own 
stockholders their equity in Cleveland 
Electric Illuminating and the other 
companies that are controlled by North 
American Edison, it would be neces- 
sary to pay off the Edison company’s 


debentures and preferred stock by the 
sale of Cleveland Electric and other 
securities. How could North Ameri- 
can Edison ever hope to obtain a fair 
price for its Cleveland Electric under 
such conditions, remembering other 
holding companies would be in a similar 
process of liquidation? 

Then, assuming that there was some 
Cleveland Electric left after satisfying 
the North American Edison debenture 
and preferred stock claims, more would 
have to be sold to satisfy North Ameri- 
can’s own debentures and preferred stock 
before North American common would 
receive anything. Only the greatest of 
optimists could imagine North Ameri- 
can common receiving any Cleveland 
Electric after all this had been done. 


Thus it will be seen, even from this 
brief sketch, what a holding company 
bill calling for dissolution of such or- 
ganizations will mean to North Amer- 
ican; it may never go through, of 
course, but if it does, it spells probable 
ruin for common stockholders. Nor 
is there the slightest excuse for doing 
such a thing to North American’s stock- 
holders. Admitting that a company 
as strong as Cleveland Electric Illumi- 
nating could very well stand on its 
own feet and do for itself such things 
as North American does for it, and do 
them as cheaply and efficiently, this 
is not sufficient reason for tearing the 
organization down at a cost to innocent 
investors of scores of millions. After 
all there is not the slightest evidence 
that the holding company system as 
exemplified by North American is an 
expensive luxury which drains the life 
blood of the operating subsidiaries. On 
the contrary, compared with some of 
our perfectly useless governmental 
bureaus, the expense involved is negli- 
gible. Omitting taxes, holding com- 
pany expenses of North American, 
North American Edison and the other 
holding companies in the system 
totalled in all less than $900,000 last 
year. And this included rent, legal 
fees, salaries, stock transfer, registra- 
tion and coupon-paying departments. 
Moreover, only about half this expense 
was charged back to the operating sub- 
sidiaries. 

Although we incline to the belief 
that the holding company bill when it 
eventually emerges as law will be less 
drastic than appears possible now, there 
is too much uncertainty to hazard a 
guess as to the investment or specula- 
tive status of North American com- 
mon. About all one can say is that the 
company is economically sound, that 
the Government’s own investigators 
have disclosed almost nothing that they 
could criticize, that the rates charged 
show up well in comparison with 
others, that it has been fair and in- 
formative towards its stockholders, and 
finally that its business (not necessarily 


profits) show indications of being op 
the upgrade. But whether, and how 
quickly, politicians will spoil a swee 
economic picture only time can tell, 








wes ee 
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Business Faces Taxation 
Greater Than 1929 


(Continued from page 118) 
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alone all future social security mus 
rest. 

Finally, the purely fiscal aspects of 
the program demand some clear think. 
ing if the whole thing is not to prove 
a gigantic delusion. It is not, of course, 
proposed to store up food and cloth 
ing and other necessities of life, but 
to store up purchasing power with 
which necessities can be bought. This 
purchasing power is to be stored in 
the form of Government bonds, on 
which interest of 3 per cent is to he 
compounded annually—and it may he 
noted in passing that the general tax: 
payer is the only ultimate source of 
interest on Government bonds and thus 
is expected to carry a load which would 
amount by 1970 to nearly $1,000,000, 
00 a year. 

It is calculated that the Treasury re- 
serve earmarked for old age pensions, 
which will begin to be paid in 1942, 
will reach more than $10,000,000,000 
by 1948, more than $20,000,000,000 
by 1955 and more than $32,000,000, 
000 by 1970. What the unemploy- 
ment benefit reserves will amount to at 
any given time is impossible to esti 
mate, since the rate of out-payments 
can not be forecast. In good times, 
with a minimum of unemployment, tt 
might conceivably reach $10,000,000, 
000 or $15,000,000,000. 

Now these are astronomical sums 
that we are dealing with. How, spect 
fically, can they be invested and how, 
when necessary, can they be liquidated? 

The necessary total of bonds could 
be bought from banks and other insti’ 
tutions now holding the bulk of exist’ 
ing Government bonds, which in effect 
would be similar to a vast ballooning 
of inflationary open-market operations 
such as the Federal Reserve System has 
been applying on a much smaller scale 
in recent years. Or, second, the Trea 
sury could issue bonds specifically for 
the reserve funds, in which case the 
accumulated money would be syphoned 
into the general Treasury receipts and 
offer a very nice additional temptation 
to political spending. 

Next, when time comes for liquida’ 
tion, how can this be handled? Obvw 
ously, the Treasury could buy the bonds 
back from the special reserve fund only 
by printing money for the purpose of 
by selling an identical quantity of bonds 
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the banks and investors. If it sold 
to banks the bonds held in the reserve 
funds or if it sold other bonds in iden- 
‘ical required amount it would be do- 
ing precisely what it is doing today in 
iorrowing purchasing power from 
janks and investors and distributing it 
to the unemployed! 

In a nutshell, we propose to kid our- 
gives much as an individual would do 
in putting his money from one pocket 
into another. It is not possible for the 
Government to insure itself against it- 
gf, which is virtually what it pro- 
soses to do. Moreover, the whole 
heme is so intimately bound up with 
the Federal credit as to be, in actual 
efect, a part of it and, like any other 
Federal activity, a perpetual lien upon 
the taxpayer and his credit. 

Probably the most honest method 
would be precisely that which we hap- 
pen to have followed, namely, to pay 
of and reduce the national debt in good 
times—as was done after the war and 
up to the depression—and to expand it 
in depression by borrowing purchasing 
power to distribute to the needy, as we 
have done since 1930. 








Opportunities in Gold and 
Silver Mining Securities 
(Continued from page 136) 





result that the company was able to 
convert a $300,000 loss in 1933 into 
a profit equal to $1.58 a share on its 
capital stock last year. That the com- 
pany intends to cash in more heavily 
on rising silver prices this year is sug- 
gested by the recent announcement that 
another furnace would be placed in 
peration, permitting a substantial in- 
crease in total output. Further impor- 
tant earnings gains are, therefore, in- 
dicated but the liberal market valua- 
tion placed on the shares must in part 
be attributed to the current speculative 
enthusiasm for “silver” stocks. 


Leading U. S. Silver Mines 


The Silver King Coalition Mines re- 
wives the full benefit of the silver 
prices established by the U. S. Trea- 
sury as all of the company’s silver is 
mined and sold within the United 
States. The company’s properties are 
iocated in Utah and ore reserves were 
estimated last August to be sufficient 
lor 18 years of operation, based on the 
average rate of production for the ten 
years ended with 1933. Silver and 
lead together account for nearly 80% 
of the company’s total production, with 
silver accounting for slightly more than 
lead. Last year, receiving an average 
of 64 cents an ounce for silver, earn- 
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ings gained 25% and on the company’s 
1,220,467 shares of capital stock were 
equal to 45 cents a share. Nothing 
was earned on the stock in 1932 and 
profits in 1933 were equal to 36 cents 
a share. If the Government continues 
to pursue its silver policy “enthusias- 
tically,” Silver King should be one of 
the most prominent beneficiaries among 
strictly domestic producers. This, plus 
a 40-cent dividend, invites speculative 
consideration of the shares. 

Park Utah Consolidated Mines is a 
silver-lead-zinc property which in the 
years preceding 1929 turned out forty 
to fifty million pounds each of lead 
and zinc and four to five million ounces 
of silver. Ore reserves are reputed 
equal to ten years of capacity opera- 
tions. Because of low prices for lead 
and zinc the mine was not operated 
in 1934 but the chief executive officer 
of the company has recently stated that 
the rise in the price of silver justified 
considering the resumption of opera- 
tions. The company is free of debt, 
entire capitalization consisting of 2, 
090,492 shares of stock. At the close 
of 1934 working capital totaled $1,- 
031,225, nearly all of which was in 
cash or its equivalent. Although one 
of the more speculative vehicles of the 
silver group, continued market enthu- 
siasm for silver stocks might well pro- 
duce an important percentage of price 
appreciation. 

Sunshine Mining Co., is rated as 
the largest silver producer in the United 
States and the company is planning to 
take full advantage of the higher 
prices for the white metal. New mill- 
ing equipment installed will increase 
the capacity of the mine to more than 
600 tons daily and the company ex- 
pects to produce 5,000,000 ounces of 
silver this year. Last year it produced 
3,205,460 ounces. Gross income last 
year of $2,068,166 was the largest in 
the company’s history but this level 
may well be overshadowed this year. 
Applied to the 1,488,822 shares of 
capital stock, net income after depre- 
ciation last year was equivalent to 81 
cents a share, comparing with 21 cents 
a share earned in the preceding year. 
Dividends are being paid at the rate of 
80 cents annually. Obviously, in view 
of the company’s position, the specula- 
tive value of the shares is predicated 
solely upon the continued rise in silver 


prices. 














A BIT OF PARIS IN NEW YORK 


The OUTDOOR CAFE 


Where one may dine or sip in lei- 
surely old world comfort, and watch 
the interesting panorama of life flow- 
ing by lower Fifth Avenue. Cardinal 
Plate Dinner $1.25. Dinner de Luxe 
$1.75. Luncheon 85c and a la carte. 


FURNISHED OR UNFURNISHED 
SUITES OF ONE TO FOUR ROOMS, 
WITH SERVING PANTRIES. 
REDUCED MONTHLY SUMMER RATES. 


Owner: Morris White Properties Corp. 


Direction: Oscar intrab 
Phone STuyvesant 9-6400 


ifth Avenue 


24 FIFTH AVE. 
at NINTH STREET 
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WITHIN WALKING DISTANCE OF WALLST. 








Dividends and Interest 


LOEW’S INCORPORATED 


“THEATRES EVERYWHERE"”’ 
May 17th, 1935. 


Be Board of Directors has declared a 
quarterly dividend of 50c per_share on 
the Common Stock of this Company, 
payable July 1st, 1935 to stockholders of 
record at the close of business on June 
14th, 1935. Checks will be mailed. 
DAVID BERNSTEIN 


Vice-President & Treasurer 








THE ELECTRIC STORAGE BATTERY COMPANY 
Allegheny Avenue & 19th Street 


Philadelphia, May 17, 1935. 

The Directors have declared from the Accum- 
ulated Surplus of the Company a quarterly divi- 
dend of Fifty Cents ($.50) per share on the 
Common Stock and the Preferred Stock, payable 
July 1, 1935, to stockholders of record of both of 
these classes of stock at the close of business 
on June 10, 1935. Cheeks will be mailed. 


WALTER G. HENDERSON, Treasurer. 


TEXAS GULF SULPHUR COMPANY 





The Board of Directors has declared a dividend 
of fifty cents per share on the Company's 3,840,000 
shares of capital stock without nominal or par 
value, payable June 15, 1935, to stockholders of 


1935. 
rer, 






J. KNOBLOCH, T 


record at the close of business on June 
m,. .. 








UNDERWOOD ELLIOTT FISHER COMPANY 


Preferred 

















A dividend of $1.75 a share on the 
stock and a dividend of 50c a share on the 
Common stock of Underwood Elliott Fisher Com- 
pany will be payable June 29, 1935, to stock- 
For Features to Appear | holders of record at the close of business June 
12, 1935. Transfer books will not be closed. 
H | cs UNCAN, Treasurer 
in the Next Issue sic 
| To Presidents:— 
See 107 | 
“ page | Create Investor Confidence by 
Advertising the Fact That 
You Pay Dividends Regularly! 
153 

















~ New York Curb Exchange | 
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ACTIVE ISSUES 


Quotations as of Recent Date 





1935 
Price Range . : 
ecen 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 60144 32 5914 
Amer. Cyanamid B (40).... 1934 15 1934 
Amer. Gas & Elec. (1.40)... 27 165g, 25% 
Amer. Lt. & Tr. (1.20)...... 1034 7% 9% 
Amer. poe 5 ee 14 % 1 % 
Atlas Corp.. Pe 7% 10% 

Cities Service. VTS eee 1% 34 1 Mg 

Cities Service Pfd.. 6% 14% 

Cleveland Elec. Tilum. (: 2)... 35 % 234% £32 
Colum. E. cv. Pfd. (5) : 32 5814 
Common wealth Edison (4).. 7734 47% 7034 
Consol. Gas Balt. (3.60)... . 6814 5254 6814 
Cord Corp. (¢.25).......... 43% 2% 2% 

| SANE or 15 7 14 
Creole Petroleum.......... 17% «10° 17 4 
Distillers Cp. es: Pe eceeese 18%, 1354 16% 
Fisk Rubber 114% 654 84 
Elec. Bond & Share........ 8 3% 1% 

Elec. Bond & fee Pfd. (6). 5814 3744 54 
Elec. Pr. Assoc. A (.82)..... 4 2% 34 
Ford Mot. of Can. “A” (114). 32% 2514 27 4g 
Ford Motor, Ltd. (.10)...... 944 7% 8% 
SOE ED oS ane was sxieee 71% «46 53 


* Includes extras. { Paid last year. 


1935 
Price Range 

_— Recent 
Name and Dividend a High Low Price 
Glen Alden Coal (*114). 135 15% 
Great A. & P. Tea N.-V. (1). 121 12814 
Greyhound Corp........... ot} 4 20% 41% 

oS 20 (* § Saar 7234 60%4 172 

Hudson Bay M. & S........ é 11% 16 
ee SSS | 5914 44 58 P 
Imperial Oil (*.8714)....... 21% 153% 21% 

Lake Shore Mines (*4)..... 58 48 55 


Mead-Johnson & Co. (*4).. 


National Sugar Ref. (2). 35 2714 2934 
Niagara Hudson Pwr....... 45% 26 4\4 
Novadel-Agene (2)......... 2234 #1914 20% 
an-Amer. Airways @). ene 4444 39 40 
Pepperel Mfg 8945 5234 7114 
Pitts. Pl. Glass (1.60)... 621, 4634 621% 
Sherwin-Williams (3)....... 9634 84 9634 
South Penn Oil (1) ‘ 283g 215g 27% 
Swift & Co. (*.75 195, 145g 1614 
3 0 ere 364% #431 3414 
United Founders........... 4 yy %/ 16 
United Lt. & Pwr. A........ 1%4 5% % 
United Shoe Mach. ( “eee 40144 36 2 3974 
Walker Hiram H. W........ 3254 231 26% 








SSE 











The March of Science 
(Continued from page 125) 








glass in radio sets. New processes of 
cracking and distillation of petroleum 
are keeping the gasoline and other 
petroleum products industries on edge, 
while farm college chemists and corn 
state legislators conspire to mix alco- 
hol and gasoline for motor fuel. 
In pulp and paper making industries 
great things are incubating. Merging 
with the new plastic industries they 
foreshadow a tremendous expansion of 
new material and fabricating industries 
in the South and the Pacific Coast with 
the probable disappearance of imports 
of pulp and paper and the transforma- 
tion of forest industries from mere 
extraction to complex conversion. 

The industrial age, far from being 
static is just getting a good start. Partly 
due to wear and tear, but more to 
obsolescence forced by adolescent ap- 
plied science, it is authoritatively calcu- 
lated that the present potential demand 
for machinery calls for the expenditure 
of more than 18 billion dollars. And 
when those billions have been ex- 
pended their purchases will already be 
getting out of date. Every new thing 
foretells other new things. What we 
get inspires the appetite for more. The 
momentary inability to consume what 
we can produce will pass. Before a 
like period returns science will take us 
through an epoch of business activity 
greater than any we have ever known 
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and before it comes to an end we 
may be able to solve the problems of 
restriction of consumption because of 
the presence of abundance, and the 
curtailment of production because 
of our ability to produce superabun- 
dance. 





Cheap Money Dominates the 
Market 


(Continued from page 113) 








adoption of the Wagner Labor Dis- 
putes Act by a surprisingly large vote. 
There is every reason to believe the 
House and the President will accept 
this measure which, in effect, provides 
for majority rule in labor negotiations, 
bars so-called “company unions,” bars 
any form of coercion by employers— 
but not by unions—and in general 
gives the American Federation of La- 
bor the “big stick” it has yearned for. 

From the point of view of many of 
our major industries, including auto- 
mobiles and steel, this is about as 
gratifying as biting down on a nail in 
the ham sandwich. Whether it will 
prove an important stock market fac- 
tor is Open to question, since it is 
certain that attempted enforcement of 
the measure will promptly throw it 
into litigation and give the last word 
to the Supreme Court. Indeed, the 
Court’s decision on the N R A test case, 
expected at any time now, may very 
well indicate the probable judicial fate 
of the Wagner Bill. 
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New Factors in the Motor 
Outlook 


(Continued from page 129) 
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In the aggregate the gains of the ac 
cessory companies thus far this year 
are fully as remarkable, if not more $0, 
as the gains of the motor manufactur 
ers. Here unit margins are notoriously 
skimpy, with the manufacturers 
squeezed between higher costs on the 
one hand while on the other hand the 
motor makers quite naturally apply 
every possible pressure to shave down 
accessory prices, including not infre- 
quent threats to make all or an en 
larged proportion of their own accessor 
ies. 

Nevertheless, the year’s expansion of 
volume has been more than enough to 
outweigh the difficulties confronting 
this most speculative branch of the 
motor industry. A compilation of total 
earnings of thirteen leading accessory 
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makers whose first quarter reports are 
available at this writing shows net of 
$12,696,274, or nearly double the total 
of $6,643,140 for the first quarter of 
1934 and comparing with $21,339,194 
in the first quarter of 1929. 

Second quarter earnings for these 
companies may reasonably be forecast 
as at least equal to those of the first 
quarter and probably moderately in 
excess of it, perhaps between $25,000, 

0 and $30,000,000 for the first half- 
year, as compared with $47,696,386 PP 
in the first half of 1929 and $19,637, 
461 for all of 1934. 

Among the leading accessory makers 
who have thus far reported, a particu 
larly good showing is made by Briggs 
Manufacturing Co., Borg-Warner, 
Houdaille-Hershey and L. A. Young 
Spring & Wire. Favored by large 
contracts with both Ford and Chrysler, 
Briggs tops the list of leading accessories 
in percentage of gain, first quarter proft 
of $3,247,141 or $1.67 per share, com 
paring with $1,550,608, or 78 cents per 
share, in the first quarter of 1934 and 
with $5,121,625, or $2.64 per share, for 
the full year 1934. 

In the industry’s competitive battle 
—a competition, incidentally, which 
has been wholly in the interest of both 
the public and of labor as it happens— 
this year’s honors go to the Ford Mo 
tor Co. During the first quarter, 
Ford registrations of passenger cats 
totalled 36.2 per cent of all passenger 
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car registrations in this country, as com 
pared with 30.6 per cent in the firs 
quarter of 1934. Chevrolet, which did 
not swing into volume production as 
early this year as Ford, had 19.6 per 
cent of the market in the first quarter, 
against 25.2 per cent in the first quarter 
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fast year. General Motors -cars in 
be aggregate had 32.3 per cent of the 
irket, against 35.2 per cent in the 
st quarter of 1934. Among these 
wick and Cadillac lost ground, La 
‘le showed a small gain and Oldsmo- 
j: and Pontiac experienced substan- 
yl gains. 

Chrysler's Plymouth had 15.2 per 
at of the market in the first quarter, 
ninst 17.4 in the first quarter of last 
ar, but gains in the registrations of 
riryslers, De Sotos and Dodges held 
tis company’s total at 24.3 per cent of 
4e market, as compared with 24.6 per 
vt in 1934. 

Qver the entire depression period, 
te competitive record of Chrysler is 
standing, for whereas Ford in effect 
ys regained a former position, Chrys- 
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it has gone ahead in the depression 
ars to make and hold a competitive 
sition far more imposing than it had 
1 1929—there being a Big Two in 
potors then and a Big Three today. 
Regarding competitive shifts it re- 
mins to be said that the percentage 
{the market held by “all other” 
manufacturers dropped to a new low 
17.1 per cent of the market, against 
6per cent in the first quarter of 1934. 
Our conclusion brings us to the fly in 
te ointment—labor relations. The 
Chevrolet strike has been settled, with 
kme honor to both sides, but it is an 
med and troubled truce that is now 
i effect, like the “peace” that hangs 
vet Europe. General Motors did not 
recognize” the American Federation 
pf Labor or bow to the “closed shop” 
pinciple, but in accepting arbitration 
ty the Department of Labor, rather 
than by the Automobile Labor Board 
uly set up by the President, it did 
veld a point for which the Federation 
us striven. This temporary solution 
un only be said to tend to lower the 
mestige of the Automobile Board and, 
inthe eyes of automobile labor, to raise 
that of the Federation and of the De- 
partment of Labor. It has failed to re- 
wal whether in any possible future 
isputes affecting this company’s plants 
te jurisdiction of the Automobile 
lbor Board will be similarly circum- 
rented, as is demanded in no uncertain 
tones by the Federation. 

On the other side of the picture, 
Federation spokesmen have frankly 
masted that the outcome of the Toledo 
tnkes gives them a “toehold” founda- 
ton upon which to further their 
Movement” in future. This can only 
imply a continuing “:sht for recognition 
ind the closed shop, with A. F. of L. 
nyority rule. Another disturbing im- 
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pliation of the Toledo developments 
tas been the indications of surprising 
srength in the more radical “rank and 
tle” elements of unionization in the in- 
dustry, 

All such doubts, however, appear to 
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apply tothe longer future, and. espe- 
cially to next year, rather than the pres- 
ent picture. At this season, with pro- 
duction past its peak, the Federation 
would have to be almost incredibly 
stupid in strategy to agitate for addi- 
tional strikes. It appears instead to be 
quietly building for later attack, mean- 
while hoping that adoption of the Wag- 
ner Labor Disputes Act by Congress 
will give it the “Big Bertha” required 
to make its victory complete. This 
measure has been voted favorably in 
the Senate. 

But that is all for the future and 
meanwhile the Supreme Court may 
have plenty to say about Federal regu- 
lation of labor relations. For the pres- 
ent certainly the fat hangs high; al- 
though the seasonal peak is undoubtedly 
passed and some sales decline is to be 
expected as the year advances, the out- 
look for the half-year is good. 








Has the Turn Come? 
(Continued from page 121) 








inconducive to long-term investment. 

It is in the reconciliation of these two 
conflicting factors that the clue to 
whether or not we have “made the 
turn” lies. No question about it, a 
real start has been made by the heavy 
goods industries in the long upward 
climb towards prosperity. Some 
authorities contend that the Govern- 
ment can hinder the climb, but cannot 
prevent its being made. This may well 
be so over a considerable period, but 
no one can deny that the two Securi- 
ties Acts, however desirable they may 
be fundamentally, delayed new financ- 
ing and therefore slowed up all kinds 
of construction. Fortunately, new 
financing seems at last to be clearing 
the obstacles placed before it and lack 
of money should no longer be the hin- 
derance that it was. Of course, there 
is now pending the Holding Company 
Bill, the Banking Bill and the Social 
Security Legislation, all of which give 
business men the jitters. Nevertheless, 
opposition (which is no longer passive) 
to laws that are over-drastic in their 
effects upon business and industry has 
been growing by leaps and bounds. 
This should result in considerable modi- 
fication and give business the opportun- 
ity to continue with what has so clearly 
started. 
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AFTER THE THEATRE 
BOB GRANT with his Dance Orchestra 
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Cocktail Hour Dancing daily and Sunday 
BASIL FOMEEN and his Internationals 
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Snack Bar Luncheon and Dinner 
Daily and Sunday 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
he issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘‘ODD LOT TRADING’’ 


John Muir & Co., members New 
Stock Exchange, are distributing 
booklet to investors. (225) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service conducted by 


York 
their 


The Magazine of Wall Street for over 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (783) 


‘*TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 


request. (785) 

‘*SOME FINANCIAL FACTS’’ 
An interesting booklet issued upon re- 
quest by the Bell Telephone Securities 
Co. (875) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders, (939) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 


stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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The Investor’s 
Pocket Guide— 


Whether you want to keep regularly 
posted on the securities you now hold 
—or in checking the outlook and posi- 
tion of investments you contemplate 
buying —then you will want to have 
“Adjustable Stock Ratings” always 
handy. 


Here are the facts this 112-page, pocket- 
size handbook revises and brings up to 
date monthly, on all the 1539 leading 
common and preferred stocks on the 
New York Stock Exchange and New 
York Curb Market. 


—the lines of business represented by 
the investments in which you are 
interested. 

—the industries — the companies 
which are going ahead — those 
which are declining. 

—funded debt, if any. 

—dividend rates—and dates. 

—the 1932 and 1933 carnings—the 
interim earnings for 1934 and 1935. 

—the 1934 and 1935 price ranges. 

—ticker symbols 

—*the “low prices” since July 1st, 
1933— so important in figuring 
minimum margin requirements and 
maximum loan values under new 
market regulations. 


Only $2.50 a year will bring 
“Adjustable Stock Ratings’—published 


the 15th of every month—the most com- | 
plete, most frequently revised informa- | 
tion you can possibly secure—equal to | 
services costing up to $40 and $50 a | 


year or more. 


* Handy, pocket-sized tables have been prepared | 


which, using the “lows” since July Ist, 1933, as 
given in “Adjustable Stock Ratings.” can enable 
you to find minimum margin requirements and 
maximum loan values at a glance. You can have 
a copy of these tables, free, if your subscription 
is received within the next 10 days. 


Mail your order now— 


The MAGAZINE of WALL STREET 
90 Broad Street, New York. 

(1) I enclose $2.50. 
ABLE STOCK RATINGS _ monthly 
for one year—also tables of “Minimum 
Margin Requirements and Maximum 
Brokers’ Loans” FREE. 
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Investment Trust Stocks’ 








ACTIVE ISSUES 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid Asked 
Bankers (3) 5514 5714 
Bank of Manhattan (1!<) 4 21 
Bank of N. Y. & Trust (14)....... 365 
Central Hanover (6)............. 104 
UD ME sovss ss osc aecesee-s 2234 
Chemical (1.80) 3814 
2214 
Corn Exchange (3) 4434 
Empire (1) 1634 
First National (100) 1615 
Guaranty (20) 253 
Irving Trust (1) 1334 
Manufacturers (1) YK 21 
New York (5) 92 
Public (1.50) “4 28 
United States Trust (*70)........ 1640 


INSURANCE COMPANIES 
Aetna Fire (1.60)............... 60% 
Aetna Life (*50) 
Carolina (*1.10) 
Glens Falls (1.60) 
Globe & Rutgers 
Great American (1) 
Hanover F. (1.60) 
Hartford Fire (2) 


INSURANCE COMPANIES—(Continued) 
Bid c 
2614 28 
664 
seul 
350 
Travelers (16) “aT 
United States Fire (*1.70)........ 41 
Westchester F. (*1.40) 30 


OD ce Suns be wean ee 
National Fire (2) 


INVESTMENT TRUSTS SHARES 

Amer. & Gen. Sec. $3 Pfd 
Bullock Fund 
Corporate Trust—AA............ 
Fidelity Fund 
Incorporated Investors 
Interl. Sec. Corp. of Am. Pfd 
Mass. Invest 
Nation-Wide Securities B.. .. 
No. Amer. Trust Shares 1958..... 
Quarterly Income Shares 
Second Intl. Securities A 

Do 6% 
Spencer Trask Fund............. 
U. S. & British Interl. Pfd........ 
Uselps Voting Shares 


* Includes extras. 














Happening in Washington 
(Continued from page 114) 





eration of jobs which will contribute 
little to the irrigation of general busi- 
ness, but Administration economists 
steadily contend that buying of con- 
sumer goods will eventually spur dur- 
able goods industries. “Some buying is 
better than others but there is no bad 
buying.” 





For Profit and Income 
(Continued from page 140) 





Send me ADJUST- | 


tractive films. Columbia Pictures 
Corp. has just reported for its fiscal 
year ended March 30. Net profit 
totalled $1,572,720 after depreciation, 
taxes, etc., and this, after dividend re- 
quirements on the preference stock, 
was equivalent to $8.62 a share on each 
of the 177,933 shares of outstanding 
common stock. In the last quarter the 
company made more than $650,000, or 
some $3.50 a share. In the previous 


fiscal year Columbia Pictures carné 
the equivalent of $4.17 a share @ 
common. 





As I See It 
(Continued from page 111) 





six months and whose savings have iff 
creased substantially. It is well 
remember that a year ago it was thé 
automobile workers who _ revolte 
against the demands of labor leaders 
strike. Is the Government going @ 
force them to accept these same labom 
leaders now? ; 
Of course, to those who are wof 
ing for the centralization of powef 
the Wagner Bill is a direct step towatt 
control of the labor of the country i 
one centralized agency. In Germany 
this same type of arrangement made 
easy to get control of labor by oustifi 
the officials of the labor unions whe 
the Nazis took control. In Russi@j 
it enabled the Soviet Government 
similarly take over the reins. Buti 
we are not to have Nazism or Coffi 
munism, but a free democratic gover 
ment, then there is no reason for eff 
acting into a law the Wagner Disputé 


Bill. 
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